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Comment Letters 
Personal Financial 
Planning Exposure 
Draft 8/15/95 
Proposed Statement 
on Responsibilities in 
Personal Financial 
Planning Practice: 
Developing a Basis 
for
Recommendations
FROM: Ira H. Somach, 72613,2015
TO: SUSAN A FROHLICH, 102574,666
DATE: 8/30/95 9:42 AM
Re: Developing a Basis for Recommendation
Developing a Basis for Recommendation
Review Comments
Ira H. Somach, CPA
ARC Personal Financial Planning 
Jericho, NY 
(516) 433-5544 
72613,2015   Compuserve.com
Overall Comments
Is this statement necessary or does it just feed us to the Lawyers 
ready to devour our practices?
This is nothing wrong with a statement which defines the due 
diligence that is required in the maintenance of our workpapers, the 
documentation of our results, even the communication with clients but 
it is practically impossible to regulate and control the decision 
making process in any fair and practical method.
1) Unlike corporate auditing - we are dealing with individuals.
Corporations to exist need to all speak a common
language in finance (called accounting). Individuals
don't speak a common language, they don't understand basic terms, 
they don't and more importantly won't learn the basics
of personal finance - "That's your job" they tell me.
2) A client wants advice on whether or not they should start a
gift program for their children to avoid the gift and
estate taxes.
Under these requirements - I would have to charge them tons 
of money either to do a complete work - up or to write
ten different disclaimer letters. Unlike corporations
the "cost-benefit" rule applies to individuals.
Why should an individual pay $ 1,000 in fees to save only $ 
300 in taxes
3) An 80 year old retiree walks in and insists on buying wheat
futures. I have them fill out three hundred
disclaimers. I then counsel them to a degree where I feel they are 
properly educated. Again the client signs disclaimers.
Of course the client loses everything
When I go to court and I say - "But your honor I followed the 
guidance of the AICPA with regards to decision making "
he'll laugh at me and then take away my practice.
What good is a practice aid, that provides little or no guidance, is
F
virtually impossible to implement and in the end can be used as a 
tool to make lawyers rich at my expense?
Specific Topics
Collecting Information
As if a CPA who performs PFP services isn’t hazardous enough this 
section is going to have a lawyer parked on my door step.
8. "The CPA should obtain sufficient relevant information" - these 
words are going to make a possibly litigious situation even worse.
Client X is dissatisfied because his/her overall return on their 
mutual fund portfolio was only 4.5 % while CDs were yielding 6 %. The 
client claims in court that I did not review all of the financial 
outlooks - I counter by saying that the client’s profile dictated 
more aggressive investing. In addition I say that the client told me 
that they were looking for investments which historically out 
performed fixed income investments. The client holds up this 
pronouncement and states :
You were negligent in your "professional judgment". There was 
"relevant information" and the woman holds up a copy of Forbes and 
says you ignored their outlook. You should have told me to buy mutual 
funds but to have waited till the market dipped and bought them 
cheaper,
This section should be more objective and methodical in its approach. 
The CPA PFP practitioner should :
Collect Evidence.
Document Findings
Document Conclusions
Analyzing Information
There should be some statement which says :
The analysis of a client’s financial position is directly related to 
the accuracy and completeness of the personal financial information 
provided by the client. Prior to any analysis the practitioner should 
review all of the existing client financial information with the 
client to ensure the applicability of any analysis with the existing 
financial information.
# 15 Integration of Areas
This is not true and unfeasible. Given the variety of options in each 
of these different areas and the time lag involved a practitioner 
would constantly be responsible for updating areas that would 
otherwise not have to be reconsidered.
#16 Restatement of Goals
   
This section was obviously written by an academician.
You tell your client (s)he cannot be expected to achieve a 200 % 
return on his/her investment. The client agrees and settles for a 
modest 18 %. You write in your workpapers that you agreed on-a 18 % 
rate of growth.
The client sues saying (s)he expected a 200 % and you did not 
communicate to the Client that the assumption of 200 % was 
unrealistic.
# 20 Integration of Recommendations
Again this is not possible. Given the variety of options in each of 
these different areas, the time lag and the volatility involved in 
the decisions. A practitioner would never end an engagement.
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PROPOSED STATEMENT ON RESPONSIBILITIES IN PERSONAL FINANCIAL PLANNING PRACTICE 
DEVELOPING A BASIS FOR RECOMMENDATIONS
DEFINITION AND SCOPE
1. This Statement is intended to provide guidance to  the certified public accountant (CPA) 
engaged by a client to  develop personal financial planning recommendations.
2. Financial planning recommendations are suggested actions developed to assist the client in 
achieving financial goals.
3. Recommendations are based on analyses and other procedures that are conducted prior to and 
in preparation for developing suggested actions. The CPA's knowledge and experience also 
contribute to the basis for recommendations.
4. Developing a basis for the recommendations involves the follow ing:
 a. Collecting relevant quantitative and qualitative information, including, but not lim ited to:
    The client's goals, existing financial situation, and available resources.
  Nonfinancial factors such as client attitudes, risk tolerance, family considerations, age,
    h ealth, and life expectancy.
External factors such as estimates of inflation, taxes, economic conditions, legislative 
activ ity, investment markets, and interest rates.
4) Reasonable estimates, projections, and assumptions furnished by the client, provided 
by the client's advisers or developed by the CPA.
b. Analyzing the client's current situation as it relates to the client's goals and objectives and 
identifying strengths and weaknesses of the existing financial situation.
c. Formulating, evaluating, and selecting appropriate strategies and courses of action for 
achieving the client's goals.
GUIDANCE APPLICABLE TO DEVELOPING A BASIS FOR RECOMMENDATIONS
5. The CPA should apply existing applicable professional standards and should consider the 
guidance included in other published Statements on Responsibilities in Personal Financial Planning 
Practice (SRPFPs).
6. The CPA should document the nature and extent of the procedures performed in developing 
financial planning recommendations. The CPA should refer to paragraph 1 2 of SRPFP No. 1, Basic 
Personal  F inancial P lanning Engagement Functions and Responsib ilities  (AICPA, Professional 
Standards, vol. 2, PFP sec. 100) for additional documentation guidance.
COLLECTING INFORMATION
7. Since personal financial planning recommendations are developed to address specified goals, 
the CPA should obtain an understanding of the client's measurable goals.
8. The CPA should obtain suffic ient relevant information to form  a basis for recommendations 
to  assist the client in achieving hie or her financial goals. The nature and amount of information 
w ill depend upon the scope and complexity of the engagement and the professional judgment of 
the CPA.
9. If the CPA is unable to  collect s u fficient relevant information to form  a basis for 
 recommendations, he or she may restrict the scope of the engagement to those matters for which 
su ffic ient information is available. The CPA should communicate to  the client any lim itation on the 
scope of the engagement, as well as the fact that this lim itation could affect the conclusions and 
recommendations developed.
10. If there is not sufficient information to  proceed, the CPA should consider term inating the 
engagement. The CPA should communicate notice of such term ination to the client.
11. Communications involving lim itations on the scope or term inations of engagements should 
ordinarily be in w riting. The CPA should refer to  SRPFP No. 1, paragraphs 5 and 17, for further 
guidance when engagements are limited in scope.
ANALYZING INFORMATION
12. The nature and extent of analyses and other procedures performed in developing a basis for 
recommendations are affected by the scope and objectives of the engagement. However, even 
when an engagement addresses a limited number of specific personal financial goals, the CPA 
should consider the c lient’s overall financial circumstances in developing recommendations. For 
example, in considering ways to achieve the goal of providing for the education of the client's 
ch ild ren, other planning areas, such as providing for the client's retirement, may have an impact 
on tha t goal.
13. The CPA should evaluate the reasonableness of estimates and assumptions that are significant 
to  the plan.
a. The CPA should consider the appropriateness of the assumptions used.1 For example, the 
use of a current rate of return on investments to calculate the amount of capital needed 
to  fund a short-term goal is appropriate if the recommendation is to  fund the goal w ith 
short-term  investments.
b. The CPA should use assumptions tha t are consistent w ith  each other. For example, an 
assumed low  rate of inflation would be consistent w ith  a low rate of return assumption 
fo r fu ture investments in fixed-income securities.
1 Although projections used in a financial plan often do not take the form of a forecast, the CPA should consider 
the guidance provided in paragraphs 6.30 to 6.36 of the Audit and Accounting Guide Guide for Prospective 
Financial Information, regarding the use of appropriate assumptions (see the appendix).
c.
d.
When perform ing analysis based upon estimates, assumptions and projections the CPA 
should consider their sensitiv ity  in relation to  the overall plan .2 For example, in a long- 
range retirem ent funding projection, a slight change in the assumed rate o f return on 
investm ents may significantly impact the projected result.
If, during the course o f the engagement, the CPA determines tha t significant estimates, 
projections or assumptions are no longer valid, the CPA should evaluate the 
appro priatene s s  o f th e original engagement objectives. The CPA should also revise the 
collection of relevant information and the analysis of that information, as appropriate. The 
CPA should refer to  paragraphs 10 through 12 of SRPFP No.1, on "Defining the 
Engagement Objectives."
14. The CPA should communicate to the client t he assumptions and estimates that are significant
to the plan and should identify those that have a high probability of variation that could materially 
af fec t the plan. Such communication should ordinarily be in w riting  and include a statement tha t 
projected results may not be achieved.  
 
15. The CPA should integrate a n a ly s e s  in one f in a ncial p la n n in g a rea w ith analyses  in  ot her 
f in a n c ia l  p la n n in g  a re a s  f o r  w h ic h  t h e  C P A  h a s  b e e n  e n g a g e d .   Fo r ex a m p le a n a ly s is  f o r  c o lle g e
funding may affect or be affected by analysis in risk management, retirement funding, cash man­
agement, investm ent strategies, and/or income, estate, or g ift taxation.
16. If the CPA determines that the client’s goals cannot reasonably be achieved, the CPA should 
communicate to  the client the need to  reconsider the originally stated goals.
FORMULATING STRATEGIES AND RECOMMENDATIONS
17. Recommendations are derived, in part, from analyses of relevant information and should be 
consistent w ith  the client's goals.
18. The client may impose a constraint upon the engagement tha t affects the CPA's 
recommendations. For example, the client may stipulate that he or she w ill not purchase health 
insurance. This stipulation may affect the personal financial planning recommendations developed.
19. In situations of a client-imposed constraint, the CPA should communicate to the client the fact 
tha t th is constraint could a ffect the conclusions and recommendations developed. 
Communications involving client-imposed constraints on engagements should ordinarily be in 
writing. The CPA should refer to  SRPFP No. 1, paragraphs 5 and 17, for further guidance when 
the engagement is lim ited in scope.
20. The CPA should integrate recommendations developed to achieve one financial planning goal 
w ith  the recommendations regarding other goals. For example, recommendations for college 
funding may affect or be affected by recommendations in risk management, retirement funding, 
cash management, investment strategies, and/or income, estate, or g ift taxation.
2 Although projections used in a financial plan often do not take the form of a forecast, the CPA should consider 
the guidance provided in paragraphs 6.37 to 6.38 of the Audit and Accounting Guide Guide for Prospective 
Financial Information, regarding the sensitivity of appropriate assumptions (see the appendix).
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Name and Affiliation:
Wallace L. Head, Managing Director, Sanford C. Bernstein & Co., Inc. 
(former member of the Personal Financial Planning Executive Committee)
Comments:
It is important to keep in mind that personal financial planning is different from 
auditing or tax compliance or even tax planning. These traditional accounting 
functions are highly empirical and analytical in nature; and while they aren’t totally 
devoid of emotion, emotions don’t play a major role in most audit or tax decisions.
In contrast, emotions do play a major role in most personal financial planning 
decisions. In my 19 years of helping people analyze and make personal financial 
decisions, I ’ve found that emotions seldom play a minor role. And I ’ve also found that 
the best decisions seem to be based on a combination of adequate information, 
competent analysis and knowledgeable advice.
The Proposed Statement is much better than previous versions I ’ve had the opportunity 
to review. In fact, my only suggestion is that it somehow be made less antiseptic and 
audit-like. The language and tone of the Proposed Statement doesn’t reflect the 
personal aspects of personal financial planning. Instead, it seems to view the client as a 
collection of “quantitative and qualitative information” that includes “nonfinancial 
factors” and “measurable goals”.
What about important characteristics such as the client’s prior experience with other 
“financial planners”, feelings about family members or business associates, and goals 
that aren’t very measurable, such as when parents want to help their children develop 
particular characteristics or when business owners or executives want (or are 
“required”) to demonstrate their corporate commitments?
If the CPA is to be a personal financial planner, and not merely an accountant who 
provides advice to individuals, he or she needs to base recommendations on appropriate 
non-financial — and frequently non-quantifiable — personal characteristics. The 
Proposed Statement fails to adequately address this critical need.
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AMERICAN EXPRESS
TAX AND BUSINESS SERVICES INC.
Harold J. Bach, CPA/PFS, CFP
Managing Director
FINANCIAL
ADVISORS
Suite 140
55 West Financial Center 
10405 North Sixth Avenue 
Plymouth, Minnesota 55441
Bus (612)525-0250 
Fax (612)525-1024
September 20 1995
AICPA, PFP Division 
Susan Frolich, Technical Manager 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Susan:
Reference is made to the August 15, 1995 exposure draft "Developing a Basis for 
Recommendations" (SRPFP) No. 5.
As chair of our Minnesota Society of CPAs PFP sub-committee on Legislation and Regulation 
we feel the draft looks great and reads well.
We do have two items for you to consider:
1. All references are made to a "CLIENT" in the singular form. What about 
married couples? Many CPA planner practitioners prepare plans based on input 
from one spouse - normally the husband. As women become increasingly 
assertive, I believe planners are exposing themselves to unnecessary liability when 
they do not include both spouses in the planning process.
[I personally know of one such wife who, when presented with a completed plan 
based solely on her husband’s input, felt so humiliated that she seriously 
considered suing the CPA firm. Her specific comment was "Not only does he 
(her husband) control every penny I spend now, but he will totally control me 
from his grave." She felt strongly that the CPA actively promoted the 
constraints. I know this is a perfectly legal plan representing how the husband 
wanted his money controlled. However, if we as professionals can be responsive 
to social changes before the changes are dictated by the courts, a great deal of 
grief and CPA reputations may be saved.]
2. 4c should be considered to be changed to 4d and a new 4c added "to encourage"
CPAs to project data out at least five years, if not further, to see the results for 
reasonableness. Also recommend that statements of Financial Position and cash 
flow start with a prospective date and go out the five years, instead of using a 
historical starting point and mixing the information with "prospective data".
Susan Frohlich 
page two
Mixing SSARS 1 and 6 with the Guide for Prospective Financial Information, 
will cause most CPAs a lot of time on each financial plan that they will not be 
able to bill. If historic data is used for workpaper summaries only, the whole 
financial plan could be "prospective". This is what clients want from their CPAs 
— future outlooks and not historical information. To "date" a financial report in 
mid-1995 with historic data from 12/31/94 and prospective data out 5 years 
causes the accountant problems. Dating a report in mid-1995 for a 12/31/95 
statement of financial position (and thereafter) is much easier. (See enclosed, 
though dated, sample report from Vol. 3 of the PFP manual).
Sincerely,
Harold J. Bach, CPA/PFS,CFP 
Managing Director
BACH, SCHLUTER & ASSOCIATES, LTD CERTIflED PUBLIC ACCOUNTANTS
Minnetonka Corporate Center (494 & Baker Road)
12900 Whitewater Drive. Suite 190. Minneapolis. MN 55343 (612) 932-9750
S e p te m b e r  7 ,  1987
J o h n  & E l i z a b e t h  H a r tm a n
One M ain  S t r e e t
M i n n e a p o l i s ,  M in n e s o ta  5 5 4 4 7
D e a r  J o h n  a n d  E l i z a b e t h :
We a r e  p l e a s e  t o  p r o v i d e  y o u  w i t h  y o u r  p e r s o n a l  f i n a n c i a l  p l a n ,  
w h ic h  b e g i n s  w i t h  a  sum m ary  o f  y o u r  b i o g r a p h i c a l  d a t a .  T h i s  
o v e r a l l  p l a n  i s  a n  a n a l y s i s  o f  y o u r  c u r r e n t  f i n a n c i a l  s i t u a t i o n .  
We h a v e  p r e p a r e d  i t  f ro m  i n f o r m a t i o n  g a t h e r e d  d u r i n g  o u r  m e e t i n g s  
a n d  f ro m  t h e  q u e s t i o n n a i r e  t h a t  y o u  c o m p l e t e d .  Y o u r o b j e c t i v e s  
a n d  c o n c e r n s  h a v e  b e e n  t h e  d e t e r m i n i n g  f a c t o r s  i n  t h i s  a n a l y s i s .  
T he a d v i c e  i n  t h i s  p l a n  i s  b a s e d  o n  y o u r  f o r e c a s t s  o f  f u t u r e  
in c o m e  a n d  e x p e n d i t u r e s ;  i n t e r p r e t a t i o n s  o f  e x i s t i n g  t a x  l a w s ;  
a n d  e s t i m a t e s  o f  i n v e s t m e n t  p e r f o r m a n c e ,  i n f l a t i o n  r a t e s ,  a n d  
r e t i r e m e n t  b e n e f i t s .
Y o u r f i n a n c i a l  p l a n  i s  d i v i d e d  i n t o  s e v e r a l  c h a p t e r s ,  a s  l i s t e d  
i n  t h e  T a b l e  o f  C o n t e n t s .  T h i s  p l a n  e x a m in e s  a r e a s  i m p o r t a n t  t o  
y o u r  f i n a n c i a l  n e e d s  a n d  o b j e c t i v e s .  I t  i s  i n t e n d e d  t o  b e  a  
s t a r t i n g  p o i n t  i n  h e l p i n g  y o u  d e v e l o p  s t r a t e g i e s  t o  r e a c h  y o u r  
f i n a n c i a l  g o a l s .  I t  a l s o  m ay h e l p  y o u  b eco m e  a c q u a i n t e d  w i t h  t h e  
p r o c e s s  o f  f i n a n c i a l  p l a n n i n g .
B e f o r e  y o u  b e g i n  t o  r e v i e w  t h e  d a t a ,  a l t e r n a t i v e s  a n d
r e c o m m e n d a t io n s ,  we w o u ld  l i k e  t o  b r i n g  t o  y o u r  a t t e n t i o n  c e r t a i n  
l i m i t a t i o n s  a s s o c i a t e d  w i t h  t h e  i n f o r m a t i o n .  I n  a c c o r d a n c e  w i t h  
t h e  p r o f e s s i o n a l  s t a n d a r d s  t h a t  a p p l y  t o  o u r  p r a c t i c e  a s  
a c c o u n t a n t s ,  we a r e  i n c l u d i n g  i n  t h i s  t r a n s m i t t a l  l e t t e r  a  
d e s c r i p t i o n  o f  c e r t a i n  p r o c e d u r e s  we p e r f o r m e d  a n d  c e r t a i n  
l i m i t a t i o n s  a s s o c i a t e d  w i t h  t h e  f i n a n c i a l  d a t a  i n  t h e  p l a n .  
P r o s p e c t i v e  P r e s e n t a t i o n s
We h a v e  a s s e m b le d  f ro m  i n f o r m a t i o n  p r o v i d e d  b y  y o u  c e r t a i n  
p r o s p e c t i v e  p r e s e n t a t i o n s .  We h a v e  n o t  c o m p i le d  o r  e x a m in e d  
t h e s e  p r o s p e c t i v e  p r e s e n t a t i o n s  a n d  e x p r e s s  no  a s s u r a n c e  o f  a n y  
k i n d  o n  th e m . F u r t h e r m o r e ,  t h e r e  w i l l  u s u a l l y  b e  d i f f e r e n c e s  
b e tw e e n  p r o s p e c t i v e  a n d  a c t u a l  r e s u l t s  b e c a u s e  e v e n t s  a n d  
c i r c u m s t a n c e s  f r e q u e n t l y  d o  n o t  o c c u r  a s  e x p e c t e d ,  a n d  t h e s e  
d i f f e r e n c e s  m ay b e  m a t e r i a l .  T h e s e  p r o s p e c t i v e  p r e s e n t a t i o n s  a r e  
r e s t r i c t e d  t o  i n t e r n a l  u s e  b y  y o u  a n d  y o u r  a d v i s e r s  d i r e c t l y  
i n v o l v e d  i n  f o r m u l a t i n g  t h i s  f i n a n c i a l  p l a n .  T he  p r o s p e c t i v e  
p r e s e n t a t i o n s  s h o u ld  n o t  b e  sh o w n  t o  a  t h i r d  p a r t y  f o r
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J o h n  & E l i z a b e t h  H a r tm a n  
S e p te m b e r  7 ,  1987 
P a g e  Two
p u r p o s e s  o f  m a k in g  a  f i n a n c i n g  o r  c r e d i t  d e c i s i o n .  I n  su m m ary , 
t h e  p r o s p e c t i v e  f i n a n c i a l  i n f o r m a t i o n  e n c l o s e d  w as p r e p a r e d  
s o l e l y  t o  h e l p  y o u  d e v e lo p  y o u r  f i n a n c i a l  p l a n .  I t  may c o n t a i n  
d e p a r t u r e s  f ro m  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  a n d  
s h o u l d  n o t  b e  u s e d  f o r  a n y  p u r p o s e  o t h e r  t h a n  a s s i s t i n g  y o u  i n  
f u r t h e r  d e v e l o p i n g  y o u r  p l a n .
Other Limitations
T h e  a d v i c e  a n d  a n a l y s i s  i n  t h i s  p l a n  a r e  b a s e d  o n  e s t i m a t e s  o f  
y o u r  c u r r e n t  a n d  f u t u r e  in c o m e  a n d  e x p e n d i t u r e s  a n d  e s t i m a t e s  o f  
i n v e s t m e n t  p e r f o r m a n c e ,  i n f l a t i o n  r a t e s ,  a n d  r e t i r e m e n t  
b e n e f i t s .  C h a n g e s  i n  y o u r  p e r s o n a l  c i r c u m s t a n c e s ,  t h e  i n v e s t m e n t  
e n v i r o n m e n t ,  S o c i a l  S e c u r i t y  b e n e f i t s ,  a n d  s i m i l a r  u n f o r e s e e a b l e  
e v e n t s  c o u l d  m o d ify  t h e  a p p r o p r i a t e n e s s  o f  t h e  a d v ic e  i n  t h i s  
p l a n .  T h e r e f o r e ,  we reco m m en d  a  p e r i o d i c  r e v i e w  t o  m ake s u r e  
y o u  a r e  p r o g r e s s i n g  to w a r d  t h e  a t t a i n m e n t  o f  y o u r  f i n a n c i a l  g o a l s  
a n d  o b j e c t i v e s .  The t a x  a n a l y s e s  a r e  b a s e d  on  i n f o r m a t i o n  y o u  
p r o v i d e d  a n d  c u r r e n t  t a x  l a w s ,  w h ic h  a r e  s u b j e c t  t o  c h a n g e .
T h e  a n a l y s e s  i n  t h i s  p l a n  r e g a r d i n g  i n s u r a n c e  c o v e r a g e  a n d  
i n v e s t m e n t  a l t e r n a t i v e s  a r e  p r e s e n t e d  o n l y  a s  g u i d e l i n e s  a n d  
s h o u ld  n o t  b e  v ie w e d  a s  a n  e n d o r s e m e n t  o f  a  s p e c i f i c  p r o d u c t  o r  
i n v e s t m e n t .  B e f o r e  p u r c h a s i n g  a n  i n v e s t m e n t  p r o d u c t ,  y o u  s h o u ld  
t h o r o u g h l y  i n v e s t i g a t e  t h e  p r o d u c t  a n d  t h e  o f f e r i n g  i n s t i t u t i o n ,  
a n d  s e e k  t h e  g u id a n c e  o f  a  b r o k e r  o r  r e g i s t e r e d  i n v e s t m e n t  
a d v i s e r .
We b e l i e v e  t h a t  o n ly  t h r o u g h  t h e  i m p l e m e n t a t i o n  o f  a  p r o p e r l y  
f o r m u l a t e d  p l a n  w i l l  m any o f  y o u r  f i n a n c i a l  o b j e c t i v e s  b e  
r e a l i z e d .  We e n c o u r a g e  y o u  t o  t h o u g h t f u l l y  c o n s i d e r  t h e  
s t a t e m e n t s  a n d  r e c o m m e n d a t io n s  c o n t a i n e d  i n  t h e s e  a n a l y s e s .  We 
w i l l  b e  h a p p y  t o  a s s i s t  y o u  i n  f o r m u l a t i n g  y o u r  im m e d ia te  o l a n s  
a s  w e l l  a s  y o u r  f u t u r e  p l a n s .  I n  a d d i t i o n ,  y o u  s h o u ld  c o n s i d e r  
t h e  a d v a n ta g e s  o f  a  p e r i o d i c  r e v i e w  o f  y o u r  p l a n s .
T h a n k  y o u  a g a i n  f o r  a l l o w i n g  u s  t o  a s s i s t  y o u  i n  t h i s  m a t t e r .
We lo o k  f o r w a r d  t o  w o r k in g  w i t h  y o u  f u r t h e r ,  a n d  a s s i s t i n g  y o u  
w i t h  t h e  p r e p a r a t i o n  o f  y o u r  1987 t a x  r e t u r n s ,  a t  w h ic h  t im e  y o u  
m ay w a n t  u s  t o  d o  a  f u r t h e r  r e v i e w  o r  u p d a t e  o f  y o u r  p l a n .
V e ry  t r u l y  y o u r s ,
H a r o ld  J .  B a c h , J r . ,  CPA 
P r e s i d e n t
e n c l o s u r e
CERTIFIED PUBLIC ACCOUNTANTS
BACH, SCHLUTER & ASSOCIATES, LTD.
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FINANCIAL OBJECTIVES
To a  la r g e  e x te n t ,  you r f in a n c ia l  p la n  i s  conce rn ed w ith  
a s s e s s in g  y o u r a b i l i t y  t o  a c h ie v e  s p e c i f ic  g o a ls .  You have 
d e s ig n a te d  th e  fo llo w in g  f in a n c ia l  o b je c t iv e s  i n  o rd e r  o f  
p r i o r i t y :
E s ta b l i s h  an  e d u c a tio n  fund f o r  y o u r c h i ld r e n .
You p r e s e n t ly  have  a s s e t s  t o t a l l i n g  $2400 s e t  a s id e  f o r  
e d u c a tio n .
Enjoy a  co m fo rta b le  r e t i r e m e n t  b eg in n in g  a t  age 65.
P ro v id e  f o r  yo u r fa m ily  i n  th e  e v e n t o f  d e a th .
M ain ta in  o r  expand y o u r c u r r e n t  s ta n d a rd  o f  l iv in g .
Reduce y o u r o v e r a l l  ta x e s .
T h is  y e a r ,  y o u r f e d e r a l  t a x  b ra c k e t  i s  f o r e c a s t  t o  be  
35% b e fo re  any a d d i t io n a l  t a x  p lan n in g  h a s  been  
im plem ented.
Form ulate  p la n s  t o  in v e s t  and accum ulate w e a lth .
Form ulate  an  e f f e c t i v e  e s t a t e  d i s t r i b u t io n  p la n  t o  red u ce  
any e s t a t e  t a x  l i a b i l i t y .
- 4 -
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INVESTMENT PREFERENCES
You have in d ic a te d  t h a t  th e  fo llo w in g  r e p r e s e n t  y o u r 
in v es tm en t p re fe re n c e s , i n  o rd e r  o f  p r i o r i t y :
1 Government Bands
2 Corporate Bonds
3 G row th -o rien ted  m utual funds
4 In c ome -o r ie n te d  mutual funds
5 M unicipal bonds
6 Money m arket acco u n ts
7 Common s to c k s
8 R eal e s t a t e
9 V a r ia b le  a n n u i t ie s  
10 Comm o d itie s
5
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RECOMMENDATIONS SUMMARY
YOUR FINANCIAL STATUS
o L iq u id i ty :  Your l i q u i d  a s s e t s  a r e  eq u a l t o  5 m onths o f  
y ou r  e x p en ses . T h is  i s  a  good v a lu e  f o r  your 
p u rp o se s .
o In v es tm en t e q u ity :  The  e q u ity  in  yo u r investm en t 
a s s e t s  i s  100%. T h is  i s  h ig h e r  th a n  av erag e . We 
recommend t h a t  you borrow  a g a in s t  your in v estm en ts  t o  
f r e e  up a d d i t io n a l  c a p i t a l .
o  C u rre n t c a sh  f l ow: Your c a sh  flow  i s  p ro je c te d  t o  b e  
r e l a t i v e l y  l ow t h i s  y e a r  — o n ly  $3804. M onitor y o u r 
u s e  o f  c a sh  i n  t h e  s h o r t  te rm .
o P ro je c te d  c a sh  flow : You a re  exp ec ted  t o  have a  cas h 
s u rp lu s  i n  each  o f  th e  n e x t few y e a rs . I f  you keep t o  
y o u r f o re c a s te d  l e v e l  o f  e x p e n d itu re s , you shou ld  n o t  
have any ca sh  flo w  problem s in  th e  n e a r  f u tu r e .
TAX PLANNING
o F e d e ra l ta x e s :  Your f e d e r a l  income ta x  i s  e s tim a te d  t o  
be  $9245 in  1987. T h is  p la c e s  ycu in  th e  35% ta x  
b ra c k e t .
o S ta te  t a x e s :  Your s t a t e  t a x e s  a re  e s tim a te d  t o  be  $3459 
t h i s  y e a r .
o IRA c o n tr ib u t io n s :  John  i s  e n t i t l e d  t o  c o n tr ib u te  up t o  
$2000 t o  an  In d iv id u a l  R e tirem en t Account. T h is  
c o n tr ib u t io n  may o r  may n o t be  a t a x  d ed u c tio n  f o r  you, 
b u t  th e  e a rn in g s  i n  y o u r IRA w i l l  accum ulate ta x  f r e e .  
We s u g g e s t t h a t  you make th e  f u l l  $2000 c o n tr ib u t io n  
f o r  t h i s  y e a r .
EDUCATION FUNDING
o In  o rd e r  t o  pay  f o r  y o u r c h i ld r e n ’s  e d u c a tio n a l
expen ses , $76,486 would have t o  be earm arked to d ay  from 
you r c u r r e n t  a s s e t s  t o  e s t a b l i s h  an ed u ca tio n  fund.
A b e t t e r  way t o  p la n  f o r  yo u r fa m ily ’s  expenses i s  t o  
make r e g u la r  annual c o n tr ib u t io n s  t o  an ed u c a tio n  
fund . We s u g g e s t  b e g in n in g  a  sav in g s  program in  1987 
w ith  an i n i t i a l  c o n tr ib u t io n  o f  $7519.
-  6 -
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RETIREMENT PLANNING
o  R e tire m e n t needs: Based on my e s t im a te s  o f  y o u r so u rces  
and u s e s  o f  cash  d u rin g  r e t i r e m e n t ,  you w i l l  need t o  
sav e  approx im ate ly  $7230 a n n u a lly  b e g in n in g  i n  1992 in  
o rd e r  t o  m eet your r e t i r e m e n t  in c ome g o a l o f  $40,000 
p e r  y e a r .
o  R e tire m e n t fund ing : You do n o t  have  a d e q u a te  ca sh  
s u rp lu s  in  each  o f  th e  n e x t  f iv e  y e a r s  t o  make 
s u f f i c i e n t  c o n tr ib u tio n s  t o  y o u r r e t i r e m e n t  fund  and 
an e d u c a tio n  fund. T h e re fo re , we su g g e s t  you d e fe r  
y o u r r e t i r e m e n t  fund ing  f o r  s i x  o r  sev en  y e a r s .  A t 
t h a t  t im e , we w i l l  e v a lu a te  y o u r c a sh  flow  s i t u a t i o n  
and  de te rm in e  your r e t i r e m e n t  fu n d in g  re q u ire m e n ts .
LIFE INSURANCE
o Needs o f  s u rv iv o rs :  We recommend t h a t  you p u rch ase  a t  
l e a s t  $292,000 o f a d d i t io n a l  l i f e  in su ra n c e  coverage . 
However, even w ith  t h i s  a d d i t io n a l  coverage  y o u r fam ily  
r a y  be fo rc e d  t o  l iq u id a t e  some o f  y o u r a s s e t s .  I f  you 
would p r e f e r  t o  p ro v id e  them  w ith  s u f f i c i e n t  income t o  
e l im in a te  th e  need t o  l iq u id a t e  any a s s e t s ,  you shou ld  
p u rch ase  a  t o t a l  o f  $342,000 o f  a d d i t io n a l  l i f e  
in su ra n c e .
o Needs o f  s u rv iv o rs :  We recommend t h a t  E l iz a b e th
p u rch a se  a t  l e a s t  $142,000 o f  a d d i t io n a l  l i f e  in su ra n c e  
co v erag e . However, even w ith  t h i s  a d d i t io n a l  coverage 
y o u r fam ily  may be fo rc e d  t o  l iq u i d a t e  s o me o f  you r 
a s s e t s .
ESTATE PLANNING
The fo llo w in g  recom mendations in d ic a te  w hat a d ju s tm e n ts  you 
sh o u ld  make in  y o u r e s t a t e :
o  C re d it  T ru s t:  N e ith e r  o f  y ou  i s  u s in g  th e  f u l l  U n if ie d  
C re d it  w ith  th e  c u r r e n t  s t r u c tu r e  o f  y o u r w i l l  and 
p ro p e r ty  ow nership . Ycu can  change yo u r w i l l  t o  ta k e  
advan tage  o f  t h i s  by t r a n s f e r r i n g ,  a t  y o u r d e a th , o n ly  
th e  p ro p e r ty  i n  excess  o f  th e  exem ption amount from 
y ou r e s t a t e  t o  you r  sp ou s e 's  e s t a t e .
o  L i a b i l i t i e s :  A t p re s e n t ,  y ou r  l i a b i l i t i e s  (o r  d e b ts )  
r e l a t e d  t o  you r in v estm en ts  a r e  n o t  o nerous. I f  th e y  
in c re a s e  s ig n i f i c a n t ly ,  b e a r  i n  mind t h a t  a  l a r g e  
amount o f  d e b t cou ld  d e p le te  y ou r  e s t a t e ,  le a v in g  l e s s  
f o r  yo u r h e i r s .
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YOUR FINANCIAL STATUS
OVERVIEW
T h is  s e c t io n  exam ines y o u r n e t  w orth , a s s e t  d i s t r i b u t io n  and  
c a sh  f l ow. I t  i s  th e  s t a r t i n g  p o in t  f o r  yo u r e n t i r e  f in a n c ia l  
p la n .  Your n e t  w orth  i s  th e  d i f f e r e n c e  betw een a l l  y o u r 
a s s e t s  —  in c lu d in g  a l l  y ou r  p e rs o n a l b e lo n g in g s  and in v es tm en ts  
—  and a l l  y o u r l i a b i l i t i e s  o r  d e b ts .  Your a s s e t  d i s t r i b u t i o n  
in d ic a te s  th e  ty p e  o f  a s s e t s  in  which you in v e s t .  Your c a sh 
f l ow i s  th e  acco u n tin g  o f  a l l  yo u r so u rc e s  o f  income and a l l  
yo u r e x p e n d itu re s . Thi s  s e c t io n  show s e x a c t ly  where y o u r money 
i s  n ow, w here i t  w i l l  come from , and how i t  w i l l  b e  u sed  i n  th e  
f u tu r e .
N et W orth
Your n e t  w orth  i s  th e  d i f f e r e n c e  betw een yo u r a s s e t s  and y o u r 
l i a b i l i t i e s .  I t  r e p r e s e n ts  th e  p a r t  o f  yo u r a s s e t s  you own f r e e  
and c l e a r  o f  any d e b t.  Your c u r r e n t  n e t  w orth  i s  $177,729 and 
i t  i s  p r o je c te d  t o  be $250,974 in  1991.
A sse ts  a r e  grouped i n to  t h r e e  c a te g o r ie s :  l iq u id ,  in v estm en t 
and p e rs o n a l .  L i a b i l i t i e s  a r e  d e b ts ,  in c lu d in g  any lo a n s  
a g a in s t  m ajo r p e rs o n a l  a s s e t s ,  in vestm en t lo a n s , o r  any 
o u ts ta n d in g  c r e d i t  c a rd  b a la n c e s .
A sse t D is t r ib u t io n
A sse t D is t r ib u t io n  i s  th e  co n cep t o f  d i s t r i b u t in g  a s s e t s  among 
v a r io u s  form s o f  in v es tm e n t ty p e s .  The g o a l i s  t o  m eet y o u r 
in v es tm en t o b je c t iv e s  w h ile  rem ain ing  w ith in  th e  c o n s t r a in t s  o f  
y o u r r i s k  to le r a n c e .
Our a n a ly s i s  w i l l  fo cu s  an  d i s t r i b u t in g  you r a s s e t s  a c ro s s  s i x  
ty p e s  o f  in v es tm e n ts : l i q u i d  a s s e t s ,  s to c k s  and bonds, r e a l  
e s t a t e ,  p a s s iv e  in v e s tm e n ts , r e t i r e m e n t  p la n s , and o th e r  a s s e t s .
Cash F low
Cash f l ow r e f e r s  t o  th e  flow  o f  money in  and o u t o f  yo u r 
a c c o u n ts . Your c a sh  flow  c o n s is t s  o f :
Sou r c e s  o f  Cash, t h e  m ajo r components o f  which a re  
g e n e ra l ly  employment and in v estm en t income.
U ses o f  Cash, w hich in c lu d e  th e  pu rch ase  o f  n e c e s s i t i e s  
and p e rs o n a l  enjoym ent ite m s , a s  w e ll a s  th e  payment o f  
t a x e s .
S u rp lu s  i s  t h e  d i f f e r e n c e  betw een t o t a l  s ou rc e s  and u s e s
o f  c a sh . I f  t h i s  f ig u r e  i s  n e g a tiv e , i t  i s  r e f e r r e d  t o  a s  a  
d e f i c i t .  S u rp lu s  c a sh  i s  a v a i la b le  f o r  investm en ts  t h a t  
s a t i s f y  lo n g -te rm  g o a ls ,  such  a s  e d u c a tio n  and r e t i re m e n t . T h is  
yea r , yo u r n e t  c a sh  flow  a f t e r  expenses i s  e s tim a ted  t o  be  
$3804.
— 8 —
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The fo llo w in g  sc h e d u le s  and g rap h s  a r e  an  a n a ly s is  o f  y o u r n e t  
w orth , a s s e t  d i s t r i b u t i o n  and c a sh  f l ow.
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PROJECTED NET WORTH
1987 1988 1989 1990 1991
LIQUID ASSETS
C ash/C hecking Ac c t s 3 ,000 3 ,000 3,000 3,000 3 ,000
Money M arket A ccounts 25 ,000 25,000 25,000 25,000 25,000
O th e r  L iq u id  A sse ts 0 0 0 0   0
TOTAL LIQUID ASSETS 28,000 28,000 28,000 28,000 28,000
INVESTMENT ASSETS
B onds/N otes R ecvble 9,000 9 ,450 9,923 10,419 10,940
T a x -fre e  Bonds 12,000 12,600 13,230 13,892 14,536
S to ck s  and O p tions 22,000 24,750 27,844 31,324 35,240
P a r tn e r s h ip s /S  Corps 0 0 0 0 0
R eal E s ta te 0 0 0 0 0
P e rso n a l B usiness 0 0 0 0 0
IRA/Keogh 8 ,860 9,303 9,768 10,257 10,769
R e tire m e n t P la n s 8 ,000 8 ,560 9,159 9,800 10,485
O th e r In v estm en ts 0 0 0 0 0
R e in v e s te d  Cash Flow 2,408 3 ,960 5,627 8,171 13,554
TOTAL INVESTMENTS 62,268 68,623 75,551 83,863 95,575
PERSONAL ASSETS
R esidence 160,000 168,000 176,400 185,220 194,481
A utom obiles 15,750 14,175 12,758 11,482 10,334
O th er P e rso n a l A sse ts 10,000 10,000 10,000 10,000 10,000
TOTAL PERSONAL ASSETS 185,750 192,175 199,158 206,702 214,815
TOTAL ASSETS 276,018 288,798 302,709 318,565 338,390
LIABILITIES
M ortgage(s) 90,175 89,584 88,931 88,211 87,415
In v es tm en t Loans 0 0 0 0 0
A utom obile Lo a n s 8,113 5 ,471 2,493 0 0
C re d it/C h a rg e  A ccts 0 0 0 0 0
O th er O b lig a tio n s 0 0 0 0 0
TOTAL LIABILITIES 98,288 95,055 91,424 88,211 87,415
NET WORTH 177,730 193,743 211,285 230,354 250,975
(ASSETS -  LIABILITIES)
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ASSET DISTRIBUTION
CURRENT DISTRIBUTION
C atego ry  o f  A sse t B alance
% o f  
A sse ts
L iq u id  A s s e ts 28,000 3 1 .0  %
S to c k s  and  Bonds 43,000 4 7 .6  %
Real  E s ta te 0 0 .0  %
P a ss iv e  In v es tm e n ts 0 0 .0  %
R e tire m e n t P la n s 16,860 18.7  %
O th e r In v es tm e n ts 2 ,408 2 .7  %
T o ta l  In v es tm e n t A sse ts 90,268 100.0  %
P e rso n a l A s s e ts 185,750
T o ta l  A s s e ts 276,018
RECOMMENDED DISTRIBUTION
B alance
% Of 
A sse tsC ategory  o f  A sse t
L iq u id  A s s e ts 22,567 2 5 .0  %
S to ck s  and Bonds 31,594 35 .0  %
R eal E s ta te 18,054 2 0 .0  %
P a ss iv e  In v es tm e n ts 0 0 .0  %
R e tire m e n t P la n s 18,054 2 0 .0  %
O th er In v es tm e n ts 0 0 .0  %
T o ta l  In v es tm e n t A sse ts
P e rso n a l A s s e ts
T o ta l  A s s e ts
90,268
185,750
276,018
100.0  %
DIFFERENCES IN DISTRIBUTION Change
in % of
C ategory  o f  A sse t B alance P o r t f o l io
L iq u id  A s s e ts (5 , 433) - 6 .0  %
S to ck s  and Bonds (11/406) -1 2 .6  %
R eal E s ta te 18,054 2 0 .0  %
P a ss iv e  In v es tm e n ts 0 0 .0  %
R e tire m e n t P la n s 1,194 1 .3  %
O ther In v es tm e n ts (2/408) -2 .7  %
T o ta l  In v es tm en t A sse ts 0 0 .0  %
-  12  -
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FIVE YEAR CASH FLOW SUMMARY
1987 1988 1989 1990 1991
SOURCES OF CASH
Employment 70 ,000 72,800 75,712 78 ,740 81,890
B u sin ess 0 0 0 0 0
In v es tm e n ts 760 892 978 1 ,069 1,209
O th e r S o u rces 450 0 0 0 0
M a tu r i t ie s /S a le s 0 0 0 0 0
TOTAL CASH SOURCES 71,210 73,692 76,690 79,809 83,099
USES OF CASH
Committed Expenses 38,084 39,231 40,435 40,847 39,560
D is c re t io n a ry  Exp 8 ,940 9,367 9,815 10,286 10,780
In v es tm en t O u tlay s 4 ,520 4,746 4,983 5,232 5,494
F e d e ra l Income Taxes 7 ,297 9,723 10,366 10,991 11,577
S ta te  Taxes 3,460 3,596 3,738 3 ,885 4,041
FICA Taxes 5 ,005 5,467 5,686 6,024 6,265
TOTAL CASH USES 67,405 72,141 75,023 77,265 77,717
SURPLUS /DEFICIT CASH 3,805 1,552 1,667 2 ,544 5,383
Payment o f  P ro je c te d
Cash F low D e f ic i t s N/A 0 0 0 0
CASH AVAILABLE
FOR INVESTMENT 3,805 1,552 1,667 2,544 5,383
LONG-TERM GOALS
N et In v es tm en t Out l a y 4 ,520 4,746 4,983 5,232 5,494
Cash A v a il f o r  I n v e s t 3 ,805 1,552 1,667 2,544 5,383
INVEST TOWARDS GOALS 8,325 6,298 6,650 7 ,776 10,877
E du ca tio n  Funding 7,519 7,519 7,519 7 ,519 7,519
R e tire m e n t S av ings 0 0 0 0 0
TOTAL LONG-TERM NEEDS 7,519 7,519 7,519 7 ,519 7,519
RESOURCES IN EXCESS
OF LONG-TERM NEEDS 805 (1,222) (869) 257 3,357
- 14 -
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TAX PLANNING
OVERVIEW
Tax p la n n in g  i s  e s s e n t i a l  f o r  managing yo u r money in  t h e  c u r r e n t  
t a x  env ironm en t. Taxes a f f e c t  ev e ry  phase  o f  f in a n c ia l  
management and , f o r  many, a r e  an e v e r  in c re a s in g  expense . The 
o v e ra l l  f in a n c ia l  p la n n in g  e f f o r t  em phasizes p r o f i t a b l e  ways t o  
u se  y o u r a f t e r - t a x  in c ome. Tax p lan n in g  fo c u se s  an  in c re a s in g  
you r a f t e r - t a x  income by  m in im izing  ta x e s  and f r e e in g  up  c a sh .
I t  p re p a re s  you m e n ta lly , a s  w e ll  a s  f in a n c ia l ly ,  f o r  th e  
t r a d i t i o n a l l y  t r a u m a tic  e x p e rien c e  o f  f i l i n g  y o u r A p r i l  income 
t a x  r e tu r n .
1986 was a  s i g n i f i c a n t  y e a r  f o r  t a x  " s im p l i f ic a t io n " .  The Tax 
Reform A ct o f  1986 h o ld s  some m ajor l e g i s l a t i v e  changes, 
in c lu d in g  th e  fo llo w in g :
 th e  14 p rev iew s t a x  b ra c k e ts ,  ran g in g  from  11% t o  50%, 
have been  com pressed in to  two: 15% and 28%,
. t h e  g ra d u a l p h a se  i n  o f  in c re a se d  p e rs o n a l exem ptions and 
th e  s ta n d a rd  d e d u c tio n ,
. t h e  e l im in a t io n  o f  t h e  s p e c ia l  t a x  t re a tm e n t  f o r  
lo n g -te rm  c a p i t a l  g a in s ,
. t h e  phase  o u t  o f  lo s s e s  on l im ite d  p a r tn e r s h ip s  and o th e r  
p a s s iv e  in v e s tm e n ts ,
. t h e  in t r o d u c t io n  o f  a d d i t io n a l  l im i t a t i o n s  in  d e d u c tio n s  
f o r  c o n tr ib u t io n s  t o  in d iv id u a l  r e t i r e m e n t  a c c o u n ts ,
. th e  e l im in a t io n  o r  g ra d u a l phase o u t o f  such  p o p u la r  
d e d u c tio n s  a s  s a l e s  t a x e s ,  i n t e r e s t  on consum er lo a n s , 
and o th e r  d e d u c tio n s .
The fo llo w in g  sc h ed u le  e n t i t l e d  "F ed era l In c ome Tax P r o je c t io n ” , 
i s  th e  c o rn e rs to n e  o f  t a x  a n a ly s i s .  I t  in c lu d e s  a l l  t h e  
e lem en ts  o f  t h e  1040 f e d e r a l  income t a x  form . U n lik e  th e  
f e d e ra l  form t h i s  sc h ed u le  p r o je c ts  you r  in c ome and ta x e s  f o r  
each  o f  th e  n e x t  f iv e  y e a r s .  T h is  sch ed u le  sh o u ld  h e lp  you t o  
s e e  th e  r a m if ic a t io n s  o f  th e  t a x  o v e rh au l, and h e lp  you p re p a re  
now f o r  f u tu r e  t a x  l i a b i l i t i e s .
The accom panying g rap h , "F iv e  Year T o ta l In c ome v s .  Tax 
L i a b i l i t y " ,  c o mp a r e s  y o u r t o t a l  in c ome w ith  you r  f e d e r a l  and 
s t a t e  t a x  l i a b i l i t y .
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FEDERAL INCOME TAX PROJECTION
1987 1988 1989 1990 1991
Wages and S a l a r i e s 70,000 72,800 75,712 78,740 81,890
I n te r e s t /D iv id e n d s 1,660 1,792 1 ,878 1 ,969 2,109
B u sin ess  Income (Loss) 0 0 0 0 0
T ax ab le  C a p ita l  G ain 0 0 0 0 0
Sched E Income (Loss) 0 0 0 0 0
S o c ia l  S e c u r i ty 0 0 0 0 0
O th e r  Income 50 0 0 0 0
TOTAL INCOME 71,710 74,592 77 ,590 80,709 83,999
IRA/Keogh Con t r i b (0) (0) (0) (0) (0)
W orking Couple Ded 0 0 0 0 0
Alimony P a id 0 0 0 0 0
O th e r A d justm en ts 2 ,520 2 ,671 2 ,8 3 1 3 ,001 3,181
TOTAL ADJUSTMENTS 2,520 2 ,671 2 ,831 3,001 3 ,181
ADJUSTED GROSS INCOME 69 , 190 71,921 74,759 77,708 80,818
M ed ica l/D en ta l 0 0 0 0 0
S t a t e / Lo c a l  Taxes 3,460 3,596 3,738 3 ,885 4 ,041
O th er Taxes 1,800 1 ,800 1 ,800 1,800 1,800
I n t e r e s t  Expense 9,771 9,315 9 ,021 8,868 8,780
C o n tr ib u tio n s 400 400 400 400 400
C asual ty /T h e f t  Loss 0 0 0 0 0
M isc D eductions 0 0 0 0 0
S ta n d ard  D eduction 0 0 0 0 0
Exem ptions 7 ,600 7 ,800 8 ,000 8 ,200 8 ,600
TOTAL DEDUCT/EXEMPT 23,030 22,911 22,959 23,154 23,621
TAXABLE INCOME 46,160 49,010 51 ,800 54,555 57,197
Tax B efo re  C re d its 9 ,246 9,855 10,493 11,115 11,693
Tax C re d its 0 0 0 0 0
Fed Tax A f te r  C r e d its 9 ,246 9,855 10,493 11,115 11,693
A l te r n a t iv e  Min Tax 0 0 0 0 0
O th er Taxes 0 0 0 0 0
F e d e ra l Tax L i a b i l i t y 9 ,246 9,855 10,493 11,115 11,693
W ithho ld ings/P ayme n ts 7,397 7,884 8 ,395 8,892 9,354
TAX DUE (REFUND) 1,849 1,971 2 ,099 2,223 2,339
F e d e ra l  Tax B racket* 35.0% 28.0% 28.0% 28.0% 28.0%
* A f te r  1987, a  5% s u r ta x  may ap p ly .
17 -
4-45
4 -4 6
EDUCATION FUNDING
OVERVIEW
H igher e d u c a tio n  i s  one o f  th e  m ost im p o rta n t in v es tm e n ts  t h a t  
you can  make f o r  y o u r s e l f  and f o r  your c h i ld r e n .  Today, 
e d u c a tio n  r e q u i r e s  a  s u b s ta n t i a l  amount o f  f in a n c ia l  r e s o u rc e s .
E d u c a tio n a l c o s t s  a r e  beyond th e  re a c h  o f  many f a m i l ie s .  An 
av e rag e  p r iv a t e  c o lle g e  c o s ts  more th a n  $6000 f o r  a  s in g le  
y e a r ’s  t u i t i o n  a lo n e . The t o t a l  average  annual c o s t  exceeds 
$10 ,000 , in c lu d in g  room and board  and o th e r  m isc e lla n e o u s  
ex p en ses . F u r th e r ,  i n  r e c e n t  y e a rs  th e  c o s t  o f  b o th  p u b l ic  and 
p r iv a t e  i n s t i t u t i o n s  have h i s t o r i c a l l y  in c re a s e d  a t  an  annua l 
r a t e  i n  e x c e s s  o f  7%.
W ith such  m ajo r c o s ts  in v o lv e d , i t  i s  e s s e n t i a l  f o r  you t o  p la n  
a  c o u rse  o f  a c t io n  t o  accum ulate  funds f o r  e d u c a tio n . T h is  may 
in v o lv e  earm ark ing  sa v in g s  a s  a  c h i ld  grows u p , o r  g i f t i n g  
a s s e t s  t o  y o u r c h i ld r e n .
You do n o t  need t o  depend e n t i r e l y  an y o u r own re s o u rc e s  t o  pay 
f o r  y o u r c h i ld r e n ’s  e d u c a tio n . O ther m ethods o f  e d u c a tio n  
fun d in g  t o  c o n s id e r  a r e  v a r io u s  s tu d e n t  lo a n  p rogram s, f in a n c ia l  
a id  g iv en  by th e  c o l le g e ,  and s c h o la r s h ip  aw ards.
The sch ed u le  below , e n t i t l e d  "E ducation  P lan n in g  A ssum ptions” , 
shows th e  s t a r t i n g  y e a r  and th e  number o f  y e a rs  o f  e d u c a tio n  f o r  
each  c h i ld ,  and t h e i r  r e s p e c t iv e  annual c o s ts  i n  to d a y 's  
d o l l a r s .
A second sc h ed u le  fo llo w s , "E ducation  Fund A ccum ulation" , which 
shows th e  fu n d in g  n e c e s sa ry  t o  m eet you r  c h i l d r e n 's  e d u c a tio n  
c o s ts .  The su b seq u en t g rap h , "Annual E duca tion  Funding", 
d e p ic t s  e d u c a tio n  fun d in g  and expenses.
C h ild  name
1 s t  y r  o f  Yrs o f  Annual 
e d u c a tio n  ed u c a tio n  c o s ts
B etsy
Mark
4
4
1996
2000
$ 8500 
8500
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EDUCATION FUND ACCUMULATION
S ta r t in g  Y ear o f  Funding 
Ending Year o f  Funding
1987
2000
Amoun t  Growth (D ecline) p e r  annum in  Funding 0 .00  % 
Expected  R a te  o f  R e tu rn  an  E d u ca tio n  Fund 6 .00  % 
P re se n t V alue o f  E d u ca tio n  Needs 76,486
Earmarked A s s e ts  2 ,400  
I n i t i a l  Payment 7 ,519
B eginn ing  E ducation  Ending
Y ear b a la n c e  Funding expenses I n t e r e s t  b a la n c e
1987 2 ,4 0 0 7,519 0 595 10,515
1988 10,515 7,519 0 1,082 19,116
1989 19,116 7,519 0 1,598 28,234
1990 28,234 7,519 0 2 ,145 37,898
1991 37,898 7,519 0 2 ,725 48,143
1992 48,143 7,519 0 3 ,340 59,002
1993 59,002 7,519 0 3 ,991 70,512
1994 70 ,512 7,519 0 4,682 82,714
1995 82,714 7,519 0 5 ,414 95,647
1996 95,647 7,519 (15,627) 5,252 92,792
1997 92,792 7,519 (16,721) 5 ,015 88,606
1998 88,606 7,519 (17,891) 4,694 82,928
1999 82,928 7,519 (19,144) 4,278 75,582
2000 75,582 7,519 (20,484) 3,757 66,375
2001 66,375 0 (21,918) 2 ,667 47,125
2002 47,125 0 (23,452) 1 ,420 25,093
2003 25,093 0 (25,093) (0) (0)
20
4-48
4-49
RETI REMENT PLANNING
OVERVIEW
M a in ta in in g  an  ad eq u ate  s ta n d a rd  o f  l iv in g  a f t e r  y o u r re t i re m e n t  
i s  a  key  f in a n c ia l  g o a l .  However, few p e o p le  p la n  ad e q u a te ly  
f o r  t h i s  g o a l .  A ccording t o  th e  U .S . Departm ent o f  Commerce, 
few er th a n  5% o f  th e  househo lds age 65 o r  o ld e r  a r e  f in a n c ia l ly  
in d e p e n d e n t. The o th e r  95% m ust r e l y  on same o th e r  so u rc e  o f  
income d u r in g  t h e i r  r e t i r e m e n t  y e a r s .
I t  i s  e s tim a te d  t h a t  45% o f  r e t i r e e s  a r e  dependen t an  r e l a t i v e s  
f o r  some o r  a l l  o f  t h e i r  s u p p o rt . A lm ost 30% o f  a l l  Am ericans 
age  65 and o v e r  co u n t an  s o c ia l  s e c u r i ty  a s s i s ta n c e  t o  
supp lem en t t h e i r  f in a n c ia l  re s o u rc e s . Over 20% o f  a l l  o ld e r  
A m ericans m ust c o n tin u e  seme form o f  employment t o  m a in ta in  a  
r e a s o n a b le  s ta n d a rd  o f  l iv in g .
I n  g e n e ra l ,  r e t i r e m e n t  income comes from t h r e e  s o u rc e s :
. Government program s (S o c ia l S e c u rity )
. Em ployer program s (pension  p la n s ,  p r o f i t  sh a rin g )
. P r iv a te  so u rc e s  (IRAs, Keogh p la n s , and o th e r  a s s e ts )
M ost in d iv id u a ls  w i l l  r e c e iv e  b e n e f i t s  from each  o f  th e s e  
s o u rc e s . R e tire m e n t p lan n in g  e n su re s  t h a t  each  income so u rce  i s  
u t i l i z e d  in  p ro p e r  b a la n c e  t o  c r e a te  an  adequate  s tream  o f  
income th ro u g h o u t th e  r e t i re m e n t  y e a rs .
M ajor l e g i s l a t i v e  refo rm s in  th e  l a s t  f i f t e e n  y e a rs  have s e t  new 
s ta n d a rd s  re g a rd in g  r e t i re m e n t  p la n n in g . I n  1974, th e  Employee 
R e tire m e n t Income S e c u r i ty  A ct (ERISA) i n i t i a t e d  m ajo r changes 
a f f e c t in g  p r iv a t e  p en s io n  program s. I n  1981, th e  Economic 
R ecovery Tax A ct (ERI A) made In d iv id u a l R e tirem en t A ccounts 
(IRAs) a v a i la b le  t o  a1l  w orkers. I n  1982, t h e  Tax E q u ity  and 
F in a n c ia l  R e s p o n s ib i l i ty  A ct (TEFRA) l ib e r a l i z e d  th e  r u le s  
g o v ern in g  s e l f  employed re t i re m e n t  p la n s  (Keogh p l a n s ) , w h ile  
e s ta b l i s h in g  c e r t a i n  r e s t r i c t i o n s  on  c o rp o ra te  p la n s . And in  
1986, th e  Tax Reform A ct h a s  e s ta b l is h e d  a d d i t io n a l  l im i ta t io n s  
on c o n tr ib u t io n s  t o  most r e t i re m e n t  p la n s .
The fo llo w in g  sc h ed u le , e n t i t l e d  ’’R e tirem en t P la n n in g ” , 
d e te rm in e s  w hether your c u r r e n t  re s o u rc e s  a r e  adequate  t o  
a c h ie v e  y o u r d e s i r e d  r e t i re m e n t  income le v e l  o f  $40,000 
a n n u a lly .
I f  you w ere t o  b e g in  a  r e g u la r  fund ing  program  b eg in n in g  in  s ix  
o r  seven  y e a rs ,  you would be  a b le  t o  m eet y o u r o b je c t iv e  o f  
$40,000 o f  income d u rin g  yo u r re t i re m e n t  y e a r s .  D uring t h i s  
p e r io d , you w i l l  draw on b o th  th e  e a rn in g s  from yo u r a s s e t s  and 
th e  p r in c ip a l .
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R etirem en t P la n n in g  S chedu le
T h is  sch ed u le  com pares y o u r c u r r e n t  s i t u a t i o n  w ith  y o u r s t a t e d  
needs d u r in g  r e t i r e m e n t ,  and shows how much a d d i t io n a l  fu n d in g  
you w i l l  r e q u i r e  t o  m eet y o u r needs in  two c a se s ;  w ith  and 
w ith o u t d e p le t in g  y o u r  a s s e t s  d u rin g  re t i re m e n t .
" Cash Flow D uring R e tire m e n t” shows how we c a lc u la te  th e  annual 
s u r p l u s /d e f i c i t  d u r in g  r e t i r e m e n t .  E s s e n t ia l ly ,  we add a l l  
p o s s ib le  s o u rc e s  o f  income d u r in g  r e t i re m e n t  ( re t ir e m e n t  
b e n e f i t s ,  S o c ia l  S e c u r i ty ,  and any o th e r  in c a n e ) . These 
com prise t h e  t o t a l  " P ro je c te d  Annual In c ome . ” Then we compare 
t h a t  amount t o  t h e  amount o f  income you would l i k e  d u r in g  
r e t i re m e n t  (your d e s i r e d  annua l incom e). The r e s u l t ,  "Annual 
R e tirem en t S u r p lu s /D e f ic i t"  sh ows w hether you w i l l  m eet y o u r 
g o a l f o r  income d u r in g  r e t i r e m e n t  w ith  a v a i la b le  s o u rc e s  o f  
income.
"R ate  o f  R e tu rn  (A d justed  f o r  I n f l a t i o n ) " shows th e  y i e l d  y o u r  
r e t i re m e n t  a s s e t s  w i l l  g e n e ra te  d u rin g  re t i re m e n t .  S in ce  
i n f l a t i o n  w i l l  a f f e c t  th e  p u rch a s in g  power o f  t h i s  fund , t h i s  
p e rc e n ta g e  s h ows r e a l  r e tu r n ;  t h a t  i s ,  th e  a c tu a l r e t u r n  a f t e r  
i t  i s  a d ju s te d  t o  a c co u n t f o r  i n f l a t i o n .
" C a p ita l  R equ ired  t o  Meet Annual Need" i s  th e  t o t a l  amount o f  
a s s e t s  t h a t  you w ould need  i n  o rd e r  t o  cover yo u r expenses 
d u rin g  r e t i r e m e n t  and p re s e rv e  a l l  your a s s e t s .  T h is  amount 
in c lu d e s  a s s e t s  t h a t  you have  in d ic a te d  w i l l  be  a v a i l a b l e  f o r  
u se  d u rin g  r e t i r e m e n t  and a  s p e c ia l  r e t i re m e n t  fund .
"A v a ila b le  A sse ts  a t  R e tirem en t"  i s  th e  v a lu e  o f  c u r r e n t  a s s e t s  
t h a t  you a n t i c ip a t e  w i l l  b e  a v a i la b le  f o r  u se  d u r in g  r e t i re m e n t .
"Amount R equ ired  t o  L ive  an  Income Only" i s  th e  amount o f  
a d d it io n a l  a s s e t s  you w i l l  need  in  th e  y e a r  you r e t i r e  i f  you do 
n o t  p la n  t o  d e p le te  y o u r a s s e t s  d u rin g  re t i re m e n t .
"Amount R equ ired  w ith  D e p le tio n  o f  A sse ts"  i s  th e  amount o f  
a d d it io n a l  a s s e t s  you w i l l  need  in  th e  y e a r  you r e t i r e  i f  you 
p la n  t o  d e p le te  y o u r s s s e t s  d u r in g  re t i re m e n t .
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RETIREMENT PLANNING
C l i e n t  r e t ir e m e n t  a g e  
L i f e  e x p e c ta n c y  o f
65
90
in
in
2017
2042
CASH FLOW DURING RETIREMENT
Desired Annual Income 
LESS:
Annual R e tir e m e n t B e n e f i t s  0
Social Security Received 20,064
O th er  A v a i la b le  Incom e 0
Projected Annual Income
Annual R e tirem en t S u r p lu s /D e f ic i t
L oss o f  P u rch as in g  Power ( I n f la t io n )
FUTURE NEED AT RETIREMENT IN 2017
RATE OF RETURN (ADJUSTED FOR INFLATION)
C a p ita l  R equ ired  t o  M eet Annual Need
Le s s  A v a ila b le  A sse ts  a t  R e tire m e n t
AMOUNT REQUIRED TO LIVE ON INCOME ONLY
AMOUNT REQUIRED WITH DEPLETION OF ASSETS
Total
40,000
2 0 ,0 6 4
(19,936)
(4 4 ,7 2 4 )
(64,660)
1 .9  %
3,362,322
4 5 9 ,7 9 8
2,902,524
814,070
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R e tire m e n t Fund A ccum ulation
The fo llo w in g  sc h e d u le  shows how you can  a c h ie v e  y o u r  g o a l f o r  
r e t i r e m e n t  by c o n t r ib u t in g  t o  a  r e t i r e m e n t  fund  b e g in n in g  in  
1992. T h is  fu n d in g  amount i s  c a lc u la te d  w ith  th e  assum ption  
t h a t  you w i l l  d e p le te  a s s e t s  i n  o rd e r  t o  m eet y o u r  r e t i r e m e n t  
need .
The sc h ed u le  a l s o  t a k e s  i n to  a c co u n t y o u r i n te n t io n s  t o  ocm plete   
you r fu n d in g  i n  2017. The fun d in g  i s  b ased  an  a  7% r a t e  o f  
grow th f o r  th e  fu n d , and  an  a  5% annua l change i n  t h e  amount o f  
you r  c o n t r ib u t io n  t o  t h e  fu n d . A change t o  any o f  th e s e  f a c to r s  
can  a f f e c t  y o u r r e t i r e m e n t  p lan n in g  s ig n i f i c a n t l y .
- . 2 5  -
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FUND ACCUMULATION BEFORE RET IREMENT
Y ear o f  R e tire m e n t 2017 
S t a r t i n g  Y ear o f  Funding 199 2 
E nding Y ear o f  Funding 2017
Amount Growth (D ecline) p e r  annum in  Funding 5 .0 0  % 
E xpec ted  R a te  o f  R e tu rn  on R e tirem en t Fund 7 .0 0  % 
I n i t i a l  Payment 7 ,231
Y ear
B eginning
b a la n c e Funding
Fund
app rec
Ending
b a la n c e
1987 0 0 0 0
1988 0 0 0 0
1989 0 0 0 0
1990 0 0 0 0
1991 0 0 0 0
1992 0 7,231 506 7,737
1993 7,737 7,592 1,073 16,402
1994 16,402 7,972 1,706 26,080
1995 26,080 8 ,371 2,412 36,862
1996 36,862 8,789 3,196 48,847
1997 48,847 9,228 4 ,065 62,141
1998 62,141 9,690 5,028 76,859
1999 76,859 10,174 6,092 93,126
2000 93,126 10,683 7,267 111,076
2001 111,076 11,217 8 ,561 130,853
2002 130,853 11,778 9,984 152,616
2003 152,616 12,367 11,549 176,532
2004 176,532 12,985 13,266 202,783
2005 202,783 13,635 15,149 231,567
2006 231,567 14,316 17,212 263,095
2007 263,095 15,032 19,469 297,597
2008 297,597 15,784 21,937 335,317
2009 335,317 16,573 24,632 376,523
2010 376,523 17,402 27,575 421,499
2011 421,499 18,272 30,784 470,555
2012 470,555 19,185 34,282 524,022
2013 524,022 20,145 38,092 582,258
2014 582,258 21,152 42,239 645,649
2015 645,649 22,209 46,750 714,609
2016 714,609 23,320 51,655 789,584
2017 789,584 24,486 0 814,070
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RISK MANAGEMENT
OVERVIEW
The o b je c t iv e  o f  r i s k  management i s  t o  m inim ize f in a n c ia l  l o s s  
i n  th e  e v e n t o f  d e a th  o r  d i s a b i l i t y  by m axim izing th e  u s e  o f  
a v a i l a b le  r e s o u rc e s ,  by d e v e lo p in g  a l t e r n a t i v e  income so u rc e s , 
and by  h a v in g  th e  p ro p e r  amount and ty p e  o f  in su ra n c e  coverage .
l i f e  in su ra n c e  p la y s  an  im p o rta n t r o l e  i n  p e rs o n a l f in a n c ia l  
p la n n in g , s in c e  a  p rem atu re  d e a th  can  p la c e  g r e a t  f in a n c ia l  
bu rden  an  f a m i l ie s  w ith  in ad e q u a te  c o v e rag e . P rem ature  d e a th  
can  d e v a s ta te  n o t  o n ly  a  fam ily  h e a v ily  dependen t an  a  
b read w in n er, b u t  a ls o  a  fam ily  w ith  o u ts ta n d in g  l i a b i l i t i e s ,  
such  a s  a  h ome m ortgage. I t  i s  e s s e n t i a l  t h a t  you c o n s id e r  l i f e  
in su ra n c e  t o  co v e r th e s e  c r i t i c a l  c o s t s .
D i s a b i l i t y ,  t h e  i n a b i l i t y  t o  work f o r  p ro lo n g ed  p e r io d s , can  
e a s i l y  r e s u l t  i n  f in a n c ia l  and em o tio n a l s c a r s .  The e f f e c t s  may 
rem ain  lo n g  a f t e r  a  d is a b le d  p e rso n  re c o v e rs . P ro te c t io n  
a g a in s t  t h i s  p a r t i c u l a r  exposu re  f r e q u e n t ly  goes n e g le c te d  
w ith o u t p ro p e r  a d v ic e , y e t  th e  exposu re  i s  one t h a t  shou ld  be  
d e a l t  w ith . Very few wage e a rn e r s  have any form o f  d i s a b i l i t y  
in su ra n c e  p r o te c t io n ,  and many who do a r e  i n s u f f i c i e n t ly  
co v ered .
The fo llo w in g  L ife  In su ra n c e  sc h e d u le s  i l l u s t r a t e  th e  t o t a l  
amount o f  in su ra n c e  needs f o r  b o th  you and E liz a b e th , acco u n tin g  
f o r  im m ediate n eed s, re s o u rc e s  and o b je c t iv e s .
The s c h e d u le s , "Cash Flow in  t h e  E vent o f  D is a b i l i ty ” show 
w hether you have s u f f i c i e n t  re s o u rc e s  t o  m eet you r t o t a l  
e x p e n d itu re s  in  th e  e v e n t t h a t  you o r  E l iz a b e th  become d is a b l e .
-  27 -
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L ife  In su ra n c e  S chedu les
T hese sc h e d u le s  i l l u s t r a t e  th e  f a m i ly 's  f in a n c ia l  s i t u a t i o n  upon 
th e  p rem a tu re  d e a th  o f  you John , o r  E liz a b e th . They show how 
much a d d i t io n a l  fu n d in g  th e  fam ily  w i l l  need t o  m eet i t s  s ta t e d  
g o a l f o r  in c ome in  two c a se s :  w ith  and w ith o u t d e p le t in g  th e  
f a m i ly 's  a s s e t s  t o  c o v e r  l iv in g  expenses.
"Annual Needs o f  S u rv iv o rs"  shows how we c a lc u la te  th e  annual 
s u r p l u s / d e f i c i t .  E s s e n t i a l ly ,  we add a l l  p o s s ib le  so u rc e s  o f  
income t o  s u rv iv o r s .  These com prise th e  t o t a l  " P ro je c te d  Annual 
Incom e." Then we compare t h a t  amount t o  th e  amount o f  income 
t h a t  you would l i k e  f o r  s u rv iv o rs  (your "D esired  Annual 
Incom e"). As we n o te d , th e  r e s u l t ,  shown in  "Annual S u rv iv o r 
S u r p lu s /D e f ic i t , " i l l u s t r a t e s  how w e ll you r c u r r e n t  p la n s  w i l l  
m eet y o u r g o a l .
"R ate  o f  R e tu rn  (A d justed  f o r  I n f l a t i o n ) "  shows th e  amount you r 
a s s e t s  w i l l  e a rn . S in c e  i n f l a t i o n  w i l l  a f f e c t  th e  p u rch a s in g  
power o f  t h i s  fund , t h i s  p e rc e n ta g e  shows th e  r e a l  grow th; t h a t  
i s ,  t h e  a c tu a l  r e tu r n  a f t e r  i t  i s  a d ju s te d  t o  accoun t f o r  
i n f l a t i o n .
" C a p ita l  R equ ired  t o  Meet Annual Needs" i s  th e  t o t a l  amount o f  
a s s e t s  t h a t  s u rv iv o rs  w i l l  need in  o rd e r  t o  m a in ta in  your 
c u r r e n t  a s s e t s .  T h is  amount in c lu d e s  a s s e t s  t h a t  you have 
in d ic a te d  w i l l  be a v a i la b le  t o  s u rv iv o rs , and a s p e c ia l  
r e t i r e m e n t  fund .
" T o ta l  Im m ediate Cash Needs" i s  th e  t o t a l  o f  th e  expenses t h a t  
w i l l  o c c u r im m edia te ly  upon p rem atu re  d e a th . These in c lu d e  
" F in a l  E x p en ses,"  w hich a re  expenses o f  s e t t l i n g  th e  e s t a t e ,  
" E s ta te  T a x e s ,"  " L i a b i l i t i e s  P a id  O ff ,"  an  "Emergency  Fund," 
t h a t  w i l l  t i d e  th e  s u rv iv o rs  over u n t i l  in su ra n c e  and o th e r  
income b e g in s  t o  c ome in .
" T o ta l  Needs o f  S u rv iv o rs"  sums th e  " C a p ita l R equired  t o  Meet 
Annual Needs" and th e  "T o ta l Immediate Cash N eeds." T h e re fo re , 
t h i s  amount r e p r e s e n ts  th e  t o t a l  needs o f  th e  s u rv iv o rs  f o r  
c a p i t a l .
"A v a ila b le  R esources" a r e  a s s e t s  t h a t  w i l l  be a v a i la b le  t o  
s u rv iv o r s ,  in c lu d in g  p roceeds from in su ra n c e  p o l i c i e s ,  
r e t i r e m e n t  p la n s , and any o th e r  a s s e t s .
N ote t h a t  "Amount R equ ired  t o  L ive an Incane  Only" i s  th e  "T o ta l 
Needs o f  S u rv iv o rs"  m inus "T o ta l A v a ila b le  R eso u rces ."
T h e re fo re , t h i s  amount r e p re s e n ts  a  s h o r t f a l l  t h a t  sho u ld  be  met 
w ith  a d d i t io n a l  l i f e  in su ra n c e  i f  your a s s e t s  a re  t o  be 
p re s e rv e d .
"Amount R equ ired  t o  L ive w ith  D ep le tion  o f  A sse ts"  i s  th e  amount 
o f  l i f e  in su ra n c e  you w i l l  need i f  your s u rv iv o rs  d e p le te  a s s e t s  
t o  c o v e r  expen ses .
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JOHN'S LIFE INSURANCE ANALYSIS T o ta l
ANNUAL NEEDS OF SURVIVORS
D e sired  Annual Income 45,000
LESS
E l iz a b e th 's  S a la ry /B u s in e s s  Incone 
S o c ia l  S e c u r i ty  R eceived
O th er A v a ila b le  Inco me
28,000
9 ,480
0
P ro je c te d  Annual In c ome 37,480
ANNUAL SURVIVOR SURPLUS/DEFICIT (7,520)
RATE OF RETURN (ADJUSTED FOR INFLATION) 2 .9  %
CAPITAL REQ'D TO MEET ANNUAL NEEDS 260,692
PLUS IMMEDIATE CASH NEEDS
F in a l  Expenses
E s ta te  Taxes
L i a b i l i t i e s  P a id  O ff
Emergency Fund
16,018
0
126,586
10,000
T o ta l  Im m ediate Cash Needs 152,604
TOTAL NEEDS OF SURVIVORS 413,296
LESS AVAILABLE RESOURCES
In su ra n c e  P roceeds
R e tirem en t P la n s
O th er In v estm en ts
63,000
0
8 ,000
T o ta l  A v a ila b le  R esources 7 1 ,000
AMOUNT REQUIRED TO LIVE ON INCOME ONLY 342,296
AMOUNT REQUIRED WITH DEPLETION OF ASSETS 292,201
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ELIZABETH’S LIFE INSURANCE ANALYSIS T o ta l
ANNUAL NEEDS OF SURVIVORS
D e s ire d  Annual Income 50,000
LESS
J o h n ’s  S a la ry /B u s in e s s  I n come
S o c ia l  S e c u r i ty  R eceived
O th e r  A v a ila b le  Income
42,000
9,480
0
P ro je c te d  Annual Income 51,480
ANNUAL SURVIVOR SURPLUS/DEFICIT 1 ,480
RATE OF RETURN (ADJUSTED FOR INFLATION) 2 .9
CAPITAL REQ'D TO MEET ANNUAL NEEDS 0
PLUS IMMEDIATE CASH NEEDS
F in a l  Expenses
E s ta te  Taxes
L i a b i l i t i e s  P a id  O ff
Emergency Fund
14,157
0
126,586
10,000
T o ta l  Im m ediate Cash Needs 150,743
TOTAL NEEDS OF SURVIVORS 150,743
LESS AVAILABLE RESOURCES
In su ra n c e  P roceeds
R e tirem en t P la n s
O th er In v es tm en ts
0
0
8,860
T o ta l  A v a ila b le  R esources 8,860
AMOUNT REQUIRED TO LIVE ON INOM E ONLY 141,883
AMOUNT REQUIRED WITH DEPLETION OF ASSETS 141,883
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CASH FLOW IN EVENT OF JOHN’S DISABILITY
1987 1988 1989 1990 1991
CASH SOURCES AND USES
E l iz a b e th 's  S a la ry 28,000 29,120 30,285 31 ,496 32,756
D is a b i l i ty  In su ra n c e 7 ,500 15,600 16,224 16,873 17,548
S o c ia l  S e c u r i ty  Ben 8 ,064 8,387 8,722 9 ,071 9 ,4 3 4
P ension  P la n  B e n e f its 0 0 0 0 0
T axable  I n te r e s t /D iv 1 ,660 1 ,726 1 ,795 1 ,867 1,942
O ther In come 0 0 0 0 0
TOTAL SOURCES 45,224 54,833 57 ,026 59,307 61,680
M ortgage Payments 9 ,060 9 ,060 9 ,060 9 ,060 9,060
O ther Housing C osts 1 ,800 1,872 1,947 2 ,025 2,106
Food, C lo th in g , T rans 10,000 10,400 10,816 11,249 11,699
O ther Committed Exp 15,000 15,600 16,224 16,873 17,548
D is c re t io n a ry  Exp 7 ,000 7 ,280 7 ,5 7 1 7 ,874 8,189
Tax E x p en d itu res 14,472 17,547 18,248 18,978 19,737
TOTAL USES 57,332 61,759 63,866 66,059 68,339
TOTAL SURPLUS/DEFICIT (12,108) (6,926) (6,840) (6,751) (6,659)
LONG-TERM GOALS
E ducation  Funding 7,519 7,519 7 ,519 7 ,519 7,519
R etirem en t Funding 0 0 0 0 0
TOTAL LONG-TERM NEEDS 7,519 7,519 7 ,519 7 ,519 7,519
EXCESS OF SURPLUS
S u rp lu s  A f te r  g o a ls (19, 627) (14,445) (14,360) (14,271) (14,178)
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CASH FLOW IN EVENT OF ELIZABETH'S DISABILITY
1987 1988 1939 1990 1991
CASH SOURCES AND USES
J o h n ’s  S a la ry 42 ,000 43,680 45,427 47,244 49,134
D is a b i l i t y  In su ra n c e 3 ,000 6,240 6,490 6,749 7 ,019
S o c ia l  S e c u r i ty  Ben 8 ,064 8,387 8,722 9 ,071 9,434
P ension  P la n  B e n e f i ts 0 0 0 0 0
T axable I r r te r e s t /D iv 1 ,660 1,726 1,795 1,867 1,942
O ther Income 0 0 0 0 0
TOTAL SOURCES 54,724 60,033 62,434 64,922 67,529
M ortgage Paym ents 9 ,060 9,060 9,060 9 ,060 9 ,060
O ther H ousing C o s ts 1 ,800 1,872 1,947 2 ,025 2 ,106
Food, C lo th in g , T ran s 10,000 10,400 10,816 11,249 11,699
O ther Commi t t e d  Exp 15 ,000 15,600 16,224 16,873 17,548
D is c re t io n a ry  Exp 7 ,000 7 ,280 7 ,571 7,874 8,189
Tax E x p e n d itu res 17,512 19,211 19,979 20,778 21,609
TOTAL USES 60,372 63,423 65,597 67,859 70,210
TOTAL SURPLUS/DEFICIT (5 ,648) (3,390) (3 ,163) (2 ,927) (2 ,682)
LONG-TERM GOALS 
E duca tion  Funding 
R e tirem en t Funding
7 ,519
0
7,519
0
7,519
0
7,519
0
7 ,519
0
TOTAL LONG-TERM NEEDS 7,519 7,519 7,519 7 ,519 7 ,519
EXCESS OF S U R P L U S ----------------------------------------------------------------------------------
VS. LONG-TERM NEEDS (13,167) (10,909) (10,682) (10,446) (10,201)
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ESTATE PLANNING
OVERVIEW
E s ta te  p la n n in g  e n su re s  t h a t  y ou r w e a lth  and p ro p e r ty  t r a n s f e r  
sm oo th ly , w ith  a  minimum o f  d e p le t io n , t o  y o u r h e i r s .  P lan n in g  
can  s e rv e  t o  m inim ize e s t a t e  and in h e r i ta n c e  ta x e s ,  and can  h e lp  
t o  a v o id  a g g ra v a tin g  d e la y s  i n  th e  a d m in is t r a t iv e  p ro c e s s  t h a t  
s e t t l e s  y o u r  e s t a t e .
The f i r s t  s te p  in  e s t a t e  p lan n in g  i s  t o  d e te rm in e  yo u r g ro s s  
e s t a t e ,  w hich i s  com prised o f  y ou r  t o t a l  a s s e t s ,  in c lu d in g  
r e t i r e m e n t  b e n e f i t s  and l i f e  in su ra n c e . S in c e  each  in d iv id u a l 's  
e s t a t e  i s  ta x e d  in d ep e n d e n tly , ow nersh ip  o f  p ro p e r ty  m ust be  
ta k e n  i n t o  a c co u n t. T here  a r e  th r e e  k in d s  o f  p ro p e r ty  
ow nersh ip :
 
S e p a ra te ly  owned: In  g e n e ra l,  p ro p e r ty  owned by an 
in d iv id u a l  —  a l s o  known a s  " o u t r ig h t  ow nersh ip" .
J o i n t :  A form o f  ow nership in v o lv in g  two o r  more 
in d iv id u a ls .  J o i n t  p ro p e r ty  ow nersh ip  may be : j o i n t  
te n a n c y , ten a n c y  by th e  e n t i r e t y ,  o r  te n a n c y  i n  common.
Community: P ro p e rty  i s  d iv id e d  e q u a lly  betw een husband 
and w ife .  The a p p l ic a t io n  o f  t h i s  ty p e  o f  ow nership  v a r i e s  
from  s t a t e  t o  s t a t e :  same s t a t e s  a r e  community p ro p e r ty  
s t a t e s ,  s ome a re  n o t .
I  have e s tim a te d  J o h n 's  g ro ss  e s t a t e  a t  $200,593, and
E l i z a b e th 's  g ro s s  e s t a t e  t o  be $138,561. These v a lu e s  a r e  
p re s e n te d  a s  o f  1987, which i s  th e  assumed y e a r  o f  d e a th  f o r  
t h i s  i l l u s t r a t i o n .
B efo re  a r r i v in g  a t  y ou r ta x a b le  e s t a t e ,  f u n e ra l  expenses, d e b ts  
and  o b l ig a t io n s  o f  th e  e s t a t e ,  and s im i la r  c o s ts  and fe e s  a r e  
a llo w ed  a s  d e d u c tio n s . Furtherm ore, c h a r i ta b l e  b e q u e s ts  and 
p ro p e r ty  g iv e n  t o  a  spouse (term ed t h e  " m a r i ta l  d ed u c tio n ") a r e  
s u b tr a c te d .  F in a l ly ,  an ad ju stm en t i s  made f o r  p a s t  g i f t s  an  
w hich g i f t  ta x e s  were p re v io u s ly  p a id .  T h is  n e t s  you r ta x a b le  
e s t a t e .
The o b je c t iv e  o f  e s t a t e  p lan n in g  i s  t o  m inim ize th e  sh rin k a g e  o f  
t h i s  e s t a t e ,  in  o th e r  w ords, maximize t h e  rem ain d er t h a t  i s  
p a sse d  on t o  h e i r s .  T h is  can be a ch iev ed  th ro u g h  th e  p ro p e r  
u t i l i z a t i o n  o f  w i l l s  and t r u s t s .
C u r re n t ly , b o th  o f  you have th e  fo llo w in g  ty p e  o f  w i l l :
S im ple W ill. I n  t h i s  w i l l ,  e v e ry th in g  goes t o  y o u r 
sp o u se , ex c lu d in g  m inor beques t s .
The fo llo w in g  sc h ed u le s  i l l u s t r a t e  t h e  t r a n s f e r  o f  p ro p e r ty  t o  
y o u r h e i r s .
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ESTATE DISTRIBUTION FLOWCHART 
(John P red eceases  E liz a b e th  i n  1987)
: G ross E s ta te  -  John  
: $200,593
: D eb ts , Expenses & Taxes 
: $66,117
I
------ V____
R em ainder
$134,476
33.0%
67.0%
To E l iz a b e th  $134,475 To H e irs  & T ru s t  
$
: E l iz a b e th 's  A sse ts $138,561 :
: G ross E s ta te  -  1987 $273,036 :
:D e b ts , Exp & T a x es $68,290 : 25.0%
......................... V . . .
:Rem ainder
....................... . . .V............
....................  : T o ta l  Amount
$204,746 : 75.0% : To H e irs  & T ru s t
..................   $204,746
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ESTATE DISTRIBUTION FLOWCHART 
(E liz a b e th  P red eceases  Jo h n  i n  1987)
: G ross E s ta te  -  E l iz a b e th  
: $138,561
: Debts, Expenses & Taxes :
: $64,256 : 46.4%
------ V____
Rem ainder
$74,305
To John $74,304 :
Less u n p a id  l i a b  ($4 ,852):
Jo h n ’s  A s s e ts $200,593 :
53.6%
To H e irs  & T ru s t  
$
Gross E s ta te  -  1987 $270,045 :
D ebts, Exp & Taxes $63,348 : 23.5%
.......................V
Remainder $206,697 : 76.5% 
.................. :   ---------->
................ .V............
T o ta l  Amount
To H e irs  & T ru s t  
$206,697
-  35  -
4-63
EXPOSURE DRAFT
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Comment Date: October 16, 1995 
Name & affiliation: Ronald J. Linder, Delagnes, Mitchell & Linder.
Comments:
Items 8 through 10: These paragraphs read as if it is clear what is “sufficient 
relevant" information. It is submitted that these are standards applicable to the past. As 
to the future it is more appropriate to focus on considering those factors that are likely 
to impact the results of current decisions. These factors are normally not “information,” 
they are assumptions.
When dealing with the pasty, "information" can be obtained and usually the 
relevance is easier to determine. In dealing with the future, there is no “information”; 
however, professional do have some notion of factors that should be considered. Why 
not address this reality. Note that the excerpts from Chapter 6 on page 11 deal with the 
future in a more realistic way than items 8 through 10; there is a clear recognition that it 
is assumptions not “information" that is the most significant item in dealing with the 
future.
Item 13: Would anyone hire a financial planner who did not consider the impact 
of alternate events in the future? How is this expressed in these four items? The items 
suggest that if you have the “right, consistent assumption,” the client will be well 
served. Chaos theory suggests that consistent, known relationships will rarely occur in 
nature and in the conduct of human affairs on a regular, recurring basis. It was illogical 
in the view of most that we would have the stagflation of the early 1980's, yet it 
happened. Those who anticipated Congressional changes in the tax law relating to real 
estate in the early 1980's are the ones who did their clients the most good, not those 
that made what was considered to be the best assumption.
Item 17:1 would change the word “consistent" to “compatible”. Clients typically 
have conflicting goals (spend it now, save for retirement & leave it to the children), the 
art of estate financial planning is reconciling these conflicts, not eliminating them.
Item 19: Isn’t there a responsibility on the part of the CPA to share with the client 
the likely impacts that are of concern to the CPA?
F I N A N C I A L  S E R V I C E S
HERB D. VEST
CHAIRMAN OF THE BOARD
The Financial Services Firm of Tax Professionals
433 East Las Colinas Blvd., Third Floor, Irving, Texas 75039 
1(800) 821-8254 FAX 214/556-1724 214/556-1651
October 4, 1995
Susan Frohlich
Technical Manager
PFP Division, AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Frohlich:
Thank you for the opportunity to comment on the exposure draft: Proposed Statement on 
Responsibilities in Personal Financial Planning. We believe this statement expresses 
suitable guidelines for CPAs engaged in personal financial planning.
Securities Offered Through:
H.D. VEST INVESTMENT SECURITIES, INC., Member:
Herb D. Vest, CPA/PFS
SECURITIES INVESTOR 
PROTECTION CORPORATION
N A S D
NATIONAL ASSOCIATION OF 
SECURITIES DEALERS INC
Certified
Financial
Planner
Board of Standards October 9, 1995
1660 Lincoln Street 
Suite 3050
Denver, Colorado 80264-3001 
303 830-7543 
Fax 303 860-7388
Susan Frohlich, Technical Manager
AICPA PFP Division
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Ms. Frohlich:
The Post-Certification Committee and the Board of Practice Standards of the Certified 
Financial Planner Board of Standards, Inc. (CFP Board) are pleased to submit the following 
comments on the exposure draft of the proposed Statement on Responsibilities in Personal 
Financial Planning Practice entitled Developing a Basis fo r  Recommendations
1) In item # 4 (a), the exposure draft indicates that developing a basis for 
recommendations involves collecting relevant quantitative and qualitative information, 
including, but not limited to: (1) the client’s goals, existing financial situation, and 
available resources; (2) nonfinancial factors such as client attitudes, risk tolerance,
family considerations, age, health, and life expectancy......  We believe that
conspicuously absent from the list of qualitative information is particular temporary or 
permanent client needs (e.g. handicapped, obligated to make significant child support 
or alimony payments, etc.); the client’s goal priorities (assuming limited resources are 
available to accomplish goals); even more fundamental than the client’s attitudes are 
the client’s personal values which generally drive their attitudes; the time horizon for 
each defined goal; and, finally, the client’s expectations.
2) We do not believe it is appropriate for the personal financial planning practitioner 
to “collect”information about the client’s goals. In the exposure draft of the CFP 
Board’s first practice standard entitled GATHERING CLIENT DATA: Determining a 
Client's Personal and Financial Goals, Needs, and Priorities, (copy enclosed) the 
personal financial planning practitioner is charged with mutually-defining with the 
client the client’s personal and financial goals, needs, and priorities prior to making 
and/or implementing recommendations. “Mutually-defined” is defined in the 
proposed practice standard as denoting an understanding and acknowledgement on the 
part of the personal financial planning practitioner and the client as to the client’s 
goals, objectives, needs and priorities. If there is not a mutual definition of the goals, 
we believe it may result in a diminished ability to accomplish the goals. We believe 
that this language or something comparable should be added to your proposed 
SRPFPP.
3) In Item # 7, the exposure draft characterizes a client’s goals as being measurable. 
We agree that this is an important characteristic. In addition, we believe that goals
should be clear, precise, consistent, integrated, and comprehensive. We suggest you 
consider adding these additional characteristics of well-defined goals.
4) In Item #16, the exposure draft states that if the CPA determines that the client’s 
goals cannot reasonably be achieved, the CPA should communicate to the client the 
need to reconsider the originally stated goals. We agree with this statement but we 
have expressed it differently in the exposure draft of our first practice standard. We 
state there that a practitioner must help clients recognize the implications of unrealistic 
goals and objectives. You may want to consider language similar to that which was 
used in our exposure draft.
5) In Item # 13(a), in the second line, it may improve clarity to insert “short-term” 
directly in front of the word “investments”.
Thank you for providing us the opportunity to offer comments on this exposure draft. 
Similarly, we would appreciate your comments on our first practice standard exposure draft.
Sincerely,
Jeffrey B. Mershon CPA/PFS, CFP
Director of Post-Certification
Enclosure: Exposure Draft of CFP Board’s Proposed Practice Standard
entitled GATHERING CLIENT DATA: Determining a Client's 
Personal and Financial Goals, Needs, and Priorities
cc: Post-Certification Committee members
Board of Practice Standards members
EXPOSURE DRAFT
PROPOSED PRACTICE STANDARD
GATHERING CLIENT DATA: 
Determining a Client’s Personal and Financial Goals 
Needs, and Priorities
OCTOBER 1 , 1995
Prepared by the B oard o f  Practice Standards o f  
the Certified Financial Planner Board o f  Standards, Inc. 
(CFP Board)
Com m ents should be received by D ecem ber 31, 1995, 
and addressed to  Jeffrey B. M ershon, CPA, CFP 
D irector o f  Post-Certification 
CFP B oard o f  Standards, 1660 Lincoln Street, Suite 3050, 
Denver, CO  80264-3001
This exposure draft has been sent to -
• A random sample of Certified Financial Planner licensees
• Members of the Board of Governors of the CFP Board
• Members of the CFP Board’s Board of Examiners, Board of Ethics 
and Professional Review, and various CFP Board task force members
• State Securities Administrators, State Insurance Commissioners, and State Attorneys 
General
• Director of Investment Management, Securities and Exchange Commission 
(for information only)
• Educational institutions whose CFP educational programs are registered with 
the CFP Board
• Organizations identified by the CFP Board as having an interest in 
personal financial planning principles
• Continuing education sponsors registered with the CFP Board
• Persons who have requested copies
Copyright © 1995 by the Certified Financial Planner Board of Standards, Inc.
Permission is granted to make copies of this work provided that such copies are for personal 
or intraorganizational use only and are not sold or disseminated and provided further that each 
copy bears the following credit line: "Copyright © 1995 by the Certified Financial Planner 
Board of Standards, Inc. Used with permission."
Any individual or organization may obtain one copy of this document without charge until the 
end of the comment period by writing to the CFP Board of Standards, 1660 Lincoln Street, 
Suite 3050, Denver, CO 80264-3001.
Financial
Planner
Board o f  Standards
lb60 Lincoln Street 
Suite 3050
Denver, C olorado 80264-3001 
303 830-7543 
Fax 303 860-7388
October 1, 1995
Accompanying this letter is an exposure draft of Proposed Practice Standard No. 200-1, 
GATHERING CLIENT DATA: Determining a Client’s Personal and Financial Goals, Needs, 
and Priorities.
The purpose of this exposure draft is to solicit comments from CFP licensees and other 
interested parties before the CFP Board of Standards takes any final action. Comments or 
suggestions on any aspect of the exposure draft would be appreciated. Please refer to specific 
paragraphs and include supporting reasons for any suggestions or comments.
Comments on the exposure draft should be sent to Jeffrey B. Mershon, CPA, CFP, Director of 
Post-Certification, CFP Board of Standards, 1660 Lincoln Street, Suite 3050, Denver, CO 
80264-3001 in time to be received by December 31,1995. For your convenience, a response 
form is included with the exposure draft.
Written comments on the exposure draft will become part of the public record of the CFP 
Board's Board of Practice Standards and will be available for public inspection at the CFP 
Board's offices for one year after January 31, 1996.
Sincerely,
S. Timothy Kochis, J.D., CFP
President
CFP Board of Standards
James L. Budros, CFP 
Chair
Board of Practice Standards
Certified Financial Planner Board of Standards, Inc. 
Board of Practice Standards 
1995
James L. Budros, CFP, Chair 
Patricia P. Houlihan, CFP 
Elaine E. Bedel, CFP 
Joan H. Peurifoy, CFP 
Kathryn Bickford, CFP 
Houston E. Scrudder, CFP 
Herbert K. Daroff J.D., CFP 
Roger T. Smith, CFP 
Mark C. Griege J.D., CPA, CFP
CFP Board Staff Liaison
Jeffrey B. Mershon, CPA, CFP 
Director of Post-Certification
STATEMENT OF PURPOSE FOR PRACTICE STANDARDS
Practice standards are being developed and promulgated by the Certified Financial Planner Board o f 
Standards, Inc. (CFP Board) for the practice o f personal financial planning. These standards: (1) assure 
the public that individuals offering financial planning advice are subscribing to uniform standards o f 
practice; (2) advance the professionalism o f financial planning; and (3) establish the credibility and 
acceptance o f the personal financial planning practitioner (practitioner).
Origin of Practice Standards
The CFP Board is a  professional regulatory organization founded in 1985 to benefit and protect the public 
by establishing and enforcing education, examination, experience, and ethics requirements for Certified 
Financial Planner designees. Through its certification process, the CFP Board has established fundamental 
criteria necessary for competency in the personal financial planning profession. Through its Code o f  
Ethics and Professional Responsibility, the Board has identified the ethics standards to which personal 
financial planning professionals should adhere. Now, consistent with its objective to promote and m ain ta in  
professional standards and continuing competency among CFP designees, the CFP Board addresses the 
standards o f practice that are common to all practitioners. The CFP Board has established the Board o f 
Practice Standards, a  subsidiary board, to draft these practice standards.
Practice Standards Defined
A practice standard establishes the minimum acceptable level o f professional practice that is expected o f 
persons engaged in the profession o f personal financial planning and, thereby, offers the public a 
benchmark for evaluating financial planning services. It is a basic operating procedure, a minimum level o f 
performance below which no practitioner should fa ll. Practice standards are concerned with what a  
practitioner does in the practice o f personal financial planning-not with that person’s title, job position, 
type o f employment, or method o f compensation. They will apply to all practitioners when performing the 
financial planning task or activity addressed by the standard but will be enforceable by the CFP Board only 
against CFP designees.
Practice standards are based on a financial planner job analysis first conducted by the CFP Board in 1987 
and updated in 1994 by CTB/McGraw-Hill, an independent consulting firm. The personal financial 
planning process was defined in that job analysis as consisting o f the following general activities:
I. Establishing client-planner relationship.
II. Gathering client data.
III. Analyzing and evaluating client financial status.
IV. Developing and presenting the financial plan.
V. Implementing the financial plan.
VI. Monitoring the financial plan.
Each general activity is composed o f several tasks. In this analysis, practitioners identified and ranked by 
importance the tasks comprising these general activities. Practice stan d ards are being developed in the 
order o f importance that was established by the job analysis for these tasks.
Compliance
Compliance is mandatory for CFP designees and will be enforced by the CFP Board.
The CFP Board anticipates that these practice standards will become generally accepted within the personal 
financial planning profession.
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PROPOSED PRACTICE STANDARD
GATHERING CLIENT DATA
Determining A Client’s Personal And Financial 
Goals, Needs, and Priorities
A client’s personal and financial goals, needs, and priorities shall be mutually-defined by the personal 
financial planning practitioner and the client p rio r to making and/or implementing recommendations.
EXPLANATION OF THIS PRACTICE STANDARD AND EFFECTIVE 
DATE
Prior to making recommendations to a client, a personal financial planning practitioner (practitioner) and 
the client shall define the client’s personal and financial goals, needs and priorities. In order to arrive at 
such a definition, the practitioner will need to explore the client’s values, attitudes, expectations, and time 
horizons. This definition is essential in determining what activities may be necessary to proceed with the 
client engagement. Personal values and attitudes shape a client’s goals and objectives and the priority 
placed on them. Accordingly, these goals and objectives must be consistent with the client’s values and 
attitudes in order for the client to make the necessary commitment to accomplish them.
Goals and objectives provide focus, purpose, vision, and direction. It is essential that objectives are clear, 
precise, consistent, measurable, and comprehensive. The role o f the personal financial planning 
professional is to facilitate the goal-setting process in order to clarify, with the client, goals and objectives. 
At the same time, a practitioner must help clients recognize the implications o f unrealistic goals and 
objectives.
This practice standard addresses only the tasks o f determining client's personal and financial goals, needs 
and priorities; assessing client's values, attitudes and expectations; and determining client's time horizons. 
The additional tasks identified in the financial planner job analysis which, together with these tasks, 
constitute "gathering client data" will be the subject o f additional practice standard.   A practitioner 
performing the activity o f gathering client data should consider together any practice standards applicable 
to this activity.
Effective Date
This practice standard shall be effective_________________________
2
TERMINOLOGY IN THIS PRACTICE STANDARD
“ Client” denotes a  person, persons, or entity for whom professional services are rendered with or without 
compensation or a  formal relationship.
“ G oal” denotes a broad, relatively open-ended statement of what a  client wants to achieve.
“ M utually-defined” denotes an understanding and acknowledgement on the part o f the personal financial 
planning professional and the client as to the client’s goals, objectives, needs and priorities.
“ Objective” denotes an end that is more specific than a goal, the achievement o f which is expected within a 
definite period o f time.
"Personal financial planning" or "financial planning" denotes the process o f determining whether and 
how an individual can meet life goals through the proper management o f financial resources.
"Personal financial planning process" or "financial planning process" denotes the process which 
typically includes, but is not limited to, the six elements o f data gathering, goal setting, identification o f 
financial issues, preparation o f alternatives and recommendations, implementation o f client decisions from 
among the alternatives, and periodic review and revision o f the plan.
"Personal financial planning subject areas" or "financial planning subject areas" denotes the basic 
subject fields covered in the financial planning process which typically include, but are not limited to, 
financial statement preparation and analysis (including cash flow analysis/planning and budgeting), 
investment planning (including portfolio design, i.e., asset allocation, and portfolio management), income 
tax planning, education planning, risk management, retirement planning and estate planning.
"Personal financial planning practitioner" or "financial planning practitioner" denotes a person who 
is capable and qualified to offer objective, integrated, and comprehensive financial advice to or for the 
benefit o f clients to help them achieve their financial objectives and who engages in financial p lanning using 
the financial planning process in working with clients.
Note: CFP licensees who self-declare themselves to the CFP Board o f Standards to be personal financial 
planning practitioners so that they can be listed as such in the CFP Board’s Directory o f CFP Practitioners, 
are required additionally to perform currently and routinely at
least two o f seven specific activities in working with clients for compensation. The seven activities are:
•  Personal financial statement preparation and analysis
(including cash flow analysis, planning and management)
•  Investment planning (including, but not limited to, portfolio
design, asset allocation, and portfolio management)
•  Estate planning
•  Income tax planning
•  Education planning
•  Insurance planning and risk management
•  Retirement planning
CFP licensees who meet the definition of a personal financial planning practitioner in this practice standard 
and who perform activities or tasks covered by practice standards promulgated by the CFP Board, are 
subject to the applicable practice standard(s) regardless of their inclusion or exclusion in the CFP Board’s 
Directory of CFP Practitioners.
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TERMINOLOGY IN THIS PRACTICE STANDARD (continued)
“Time Horizon” denotes a  period o f time during which a client expects to accomplish his or her goal(s) or 
objective(s) and/or during which a specific client need(s) may exist.
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EXAMPLES OF THE APPLICATION OF THIS PRACTICE STANDARD
Scenario A
In meeting with a  client, a  married couple in their late forties, a  personal financial planning practitioner 
(practitioner) was told that the client’s principal goals are to have a comfortable retirement and to educate 
their children through college. The practitioner discussed with the client a broad array o f potential goals 
and obtained information about their values, attitudes, expectations, and time horizons. The practitioner 
confirmed that these are very important goals to this cheat and that they are consistent with their values and 
attitudes.
Next, the practitioner worked with the client to refine these general goals into specific objectives. A 
“comfortable retirement” was defined as retirement at age 60 with a  post-retirement gross income o f 
$50,000 growing to keep pace with general inflation until age 95. “Educating their children through 
college” was defined more specifically as providing funding for private school for both children, (current 
ages 10 and 12), through private secondary school and four years o f private university costing 
approximately $15,000 per year per child in today’s dollars.
After identifying the client’s goals and having refined them into specific objectives, the practitioner turned 
to  the client’s current and future needs. The practitioner estimated the client’s current cash requirements 
for living expenses and was informed o f a requirement for financial support o f parents who are in poor 
health and not financially independent. The client appeared to be generating about $2,000 per month o f 
discretionary income which is available to fund the retirement and educational goals and objectives. The 
practitioner is concerned that saving this $2,000 per month o f discretionary income over the appropriate 
time horizons, combined with funds already accumulated by the client, may be inadequate to fund the 
client’s objectives.
The practitioner and the client then placed priorities on the client’s objectives. It was determined that 
providing a good education for their children is the client’s most important objective. In light o f this 
priority, the client and the practitioner concurred that deferral o f the client’s retirement date may be 
necessary to accomplish this educational objective.
Scenario B
A personal financial planning practitioner (practitioner) met with a  client who is the owner o f  a  successful, 
closely-held business. The client is in her late fifties and has accumulated a substantial estate. The 
practitioner determined through extensive discussion with the client and use o f a  questionnaire, that the 
client’s primary goals are ultimately to pass the business to her children and to pay a minimal amount o f 
transfer taxes in the process. The practitioner acknowledges that these are appropriate goals in light of 
what the practitioner knows, at this point, about the client’s situation. However, additional important facts 
are revealed as their discussions continue.
In further discussions o f the client’s general goals, the client indicated that her business is central to her life 
and that she plans to work as long as she is able. Considering her current health, she anticipates retirement 
a t age 75. The practitioner then inquired about the identity, capability, and interest o f  her children to 
assume control o f the business. It was determined that her son is capable, active in the business, and 
interested in taking eventual control. Her daughter has a successful career and is neither involved nor 
interested in the business.
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EXAMPLES OF THE APPLICATION OF THIS PRACTICE STANDARD
(continued)
The practitioner and the client further discussed the client’s goal to have her estate pay a minimal amount 
o f transfer taxes in passing the business to her children. It was determined that her real concern is 
providing liquidity or a funding source for the anticipated transfer taxes. In probing the client’s values, 
attitudes, and expectations, the practitioner ascertained that the client is unwilling to transfer any 
ownership or control prior to her retirement or death. Upon retirement, she is willing to transfer ownership 
only in exchange for a substantial lump sum or a life income adequate to meet her anticipated annual living 
expenses. This example illustrates a situation in which the client’s values, attitudes, and expectations may 
be in conflict with stated goals.
In ascertaining the client’s current cash needs, the practitioner found that the business generates more than 
adequate cash flow to the client. All current financial needs appear to be met and the client has 
accumulated a substantial balance in a money market account. The practitioner did not identify any 
special client needs.
Upon placing priorities on the client’s goals, it is determined that the previously unstated goal o f  retaining 
current ownership and control has a higher priority to the client than ultimately passing the business to her 
children in a cost-efficient manner. Accordingly, the practitioner, in helping the client to accomplish her 
goals and objectives, will have to give that priority due consideration as the engagement proceeds.
Scenario C
A personal financial planning practitioner (practitioner) meets with a  client and obtains quantitative data 
including the client's annual income, living expenses, assets, liabilities, age, health, family data, if  
applicable, current investment portfolio, copies o f relevant documents such as wills, trusts, insurance 
policies, retirement plan statements, current risk exposures, etc. Armed with this wealth o f information, the 
practitioner proceeds to develop recommendations and to prepare a financial plan for the client.
In this example, the practitioner has tailed to apply this practice standard by not ascertaining the client's 
personal and financial goals, needs, and priorities.
Another example o f failing to apply this practice standard is gathering quantitative data as described above, 
obtaining from the client either by interview or questionnaire (or both) the client's personal and financia l 
goals, needs, and priorities, and then proceeding to tell the client what his or her goals and priorities should 
be. As discussed in the descriptive explanation o f this practice standard, it is essential that the goals and 
priorities be those o f the client and consistent with the client's values and attitudes. They cannot be 
determined solely by the practitioner. However, the practitioner should help clients modify unrealistic 
goals.
6
EXAMPLES OF THE APPLICATION OF THIS PRACTICE STANDARD
(Continued)
Scenario D
A CFP designee associated with a major wirehouse securities firm as a  stockbroker, receives an unsolicited 
telephone call from a potential customer to buy 100 shares o f a  blue chip stock. The CFP 
designee/stockbroker agrees to execute the caller’s request. In this feet situation, the CFP designee has 
limited the scope o f the services to be provided to execution o f a  purchase transaction. Accordingly, this 
practice standard would not be applicable to this particular service. The CFP designee/stockbroker would 
be subject to NASD/SRO suitability requirements and any applicable policies o f the securities firm with 
which he/sbe is associated.
In the foregoing situation, if  the potential customer, in addition to placing the purchase order, informed the 
CFP designee/stockbroker that the stock was being purchased as part o f the educational funding for his son 
and that he/she had some questions about retirement needs and wanted to know if  the stockbroker could 
advise him/her in these areas, then the CFP designee/stockbroker can still limit the scope o f the services to 
be provided by responding that he/sbe does not provide those types o f services. I f  this response is given, 
then this practice standard will not be applicable to the services the CFP designee has agreed to provide.
However, if  the CFP designee/stockbroker were to respond by inviting the caller to come to his/her office to 
discuss these issues, then gathering client data (including determining client goals, needs, and priorities) 
will become necessary and, accordingly, this practice standard will apply to those services.
Scenario E
A CFP designee associated with a major insurance company as a  licensed insurance producer receives an 
unsolicited visit from a potential customer who is just moving into the area and who wishes to purchase a 
homeowner’s policy for the residence he/she is about to occupy. The CFP designee/insurance producer 
obtains only the information necessary to write such a policy and a check for the first year’s premium. In 
this situation, the scope o f the services to be provided has been limited by the CFP designee to a sales 
transaction. Accordingly, this practice standard would not be applicable to this particular service.
In the foregoing situation, if  the customer were to ask questions about the adequacy of  his/her life insurance 
and/or disability insurance coverages and make an appointment to have the CFP designee/insurance 
producer evaluate these coverages, then this practice standard would be applicable to those services 
inasmuch as gathering client data (including determining client goals, needs, and priorities) will be 
involved.
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RELATIONSHIP OF THIS PRACTICE STANDARD TO THE CFP
BOARD’S CODE OF ETHICS AND PROFESSIONAL RESPONSIBILITY
This practice standard relates to the CFP Board’s Code o f  Ethics and Professional Responsibility through 
the Code’s Principle 7-Diligence, and Rules 701 through 703. Rule 701 states that “a  CFP designee shall 
provide services diligently.” Rule 702 requires a  financial planning practitioner to “enter into an 
engagement only after securing sufficient information to satisfy the CFP designee that...the relationship is 
warranted by the individual’s needs and objectives...”. In addition, Rule 703 requires a  financial planning  
practitioner to “make and/or implement only recommendations which are suitable for the client.”
ANTICIPATED IMPACT OF THIS PRACTICE STANDARD
Upon the Public
The public is served when the personal financial planning client relationship is based upon mutually- 
defined goals, needs, and priorities. Compliance with this practice standard reinforces the practice of 
putting the personal financial planning client’s interest first which is intended to reduce inappropriate 
recommendations and increase the likelihood o f achieving the client’s goals and objectives.
Upon the Personal Financial Planning Profession
Compliance with this practice standard enhances the public’s perception that determining a client’s goals, 
needs, and priorities is an essential element o f the personal financial planning process, and that this 
essential element must preceed rendering advice or making recommendations. Public awareness o f this 
practice standard serves to distinguish personal financial planning practitioners from others who would 
claim such professionalism.
Upon the Personal Financial Planning Practitioner
This practice standard defines and clarifies for personal financial p lanning practitioners the minimum 
acceptable level o f practice for this activity. It is anticipated that this practice standard will not impose a 
significant practice burden upon those who employ the personal financial planning process in providing 
personal financial planning services to clients.
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RELATIONSHIP OF THIS PRACTICE STANDARD TO THE PERSONAL
FINANCIAL PLANNING PROCESS
As described in the Statem ent of Purpose for Practice S tandards at page 1, the tasks/activities that 
constitute the personal financial planning process were identified and ranked by relative importance by CFP 
practitioners as part o f a financial planner job analysis. Within the six general activities o f I) Establishing 
a client-planner relationship; II) Gathering client data; EH) Analyzing and evaluating a client’s finan cial 
status; IV) Developing and presenting the financial plan; V) Implementing the financial plan; and VI) 
Monitoring the financial plan, that were identified in the job analysis, several tasks were determined to 
constitute each general activity. The job analysis describes “Gathering Client Data” as being composed o f 
six tasks (see the attached Exhibit A which includes Section 1 o f  Appendix E o f the Certified Financial 
Planner Licensee Job Analysis Report dated July 1994). This practice standard addresses three o f those 
tasks which have been highlighted in Exhibit A and are as follows:
•  Determine client’s personal and financial goals, needs, and priorities.
•  Assess client’s values, attitudes, and expectations.
• Determine client’s time horizons.
The task o f determining client’s personal and financial goals, needs, and priorities received the highest 
overall importance rating in the job analysis and it is for this reason that this practice standard was the first 
to be developed and promulgated.
It is anticipated that additional practice standards will be developed and promulgated to address the three 
remaining tasks which, together with the tasks covered by this practice standard, constitute "Gathering 
Client Data”. See "Explanation o f this Practice Standard and Effective Date" at page 2.
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1994 Financial Planning Job Analysis
Exhibit A
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SECTION I: FINANCIAL PLANNING PROCESS
I. Establish Client-Planner Relationships
A. explain issues and concepts related to the overall financial planning
process, as appropriate to the client -
3.20 3.61 0.90
B. explain services provided, the process of planning, documentation
required
3.24 3.53 0.88
C. clarify client’s and CFP licensees responsibilities 3.14 3 23 0.75
II. Gathering Client Data
A. obtain information from client through interview/questionnaire
about financial resources and obligations —
3.64 3.70 1.06
B. determine client's personal and financial goals, needs, and priorities 3.76 3.76 1.12
C. assess client's values, attitudes, and expectations - 3.47 3.59 0.97
D. determine client's time horizons 3.53 3.58 0.98
E. determine client's risk tolerance level 3.69 3.64 1.05
F. collect applicable client records and documents 3.20 3.34 0.80
III. Analyzing and Evaluating Client Financial Status •
A. Determine the client's financial status by analyzing and evaluating
•  general
1. current financial status (e.g., assets, liabilities, cash flow,
debt management)
3.43 3.51 0.93
2. capital needs 3.25 3.31 0.80
3. attitudes and expectations 3.29 3.41 0.85
4. risk tolerance 3.56 3.56 0.98
5. risk management 3.19 3.17 0.82
6. risk exposure 3.32 3.29 0.82
• special needs
7. divorce considerations 2.62 2.24 0.37
8. charitable planning 2.39 2.19 0.33
9. adult dependent needs 2.59 2.25 0.37
10. disabled child needs 2.77 1.97 0.32
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11. education needs 2.96 1097 0.32
12. term inal illness planning 2.75 2.10 0.35
13. closely-held business planning 3.04 2.52 0.51
•  risk management
14. life insurance needs and current coverage 3.30 3.32 0.82
15. disability insurance needs and current coverage 3.25 3.10 0.73
16. health insurance needs and current coverage 3.09 2.90 0.63
17. long-term care insurance needs and current coverage 2.76 2.52 0.46
18. homeowners insurance needs and current coverage 2.52 2.39 0.39
19. auto insurance needs and current coverage 2.47 2.33 0.37
20. other liability insurance needs and current coverage (e.g.,
umbrella, professional, errors and omissions, directors
and officers)
2.65 2.39 0.41
21. commercial insurance needs and current coverage 2.30 1.80 0.23
•  investments
22. current investments 3.44 3.72 1.01
23. current investments strategies and policies 3.46 3.61 0.97
•  taxation
24. tax returns 3.13 3.23 0.75
25. current tax strategies 3.14 3.28 0.77
26. tax compliance status (e.g., estimated tax) 2.82 2.76 0.54
27. current tax liabilities 2.88 2.88 0.58
28. current retirement plan tax exposures (e.g., excise tax,
premature distribution tax)
3.16 2.83 0.62
29. current retirement plans 3.36 3.47 0.89
30. social security benefits 2.68 2.89 0.54
 31. retirement strategies 3.36 3.40 0.87
•  employee benefits
32. available employee benefits 3.00 3.07 0.67
33. current participation in employee benefits 3.03 3.13 0.69
•  estate planning
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22. income tax projections 2.89 2.89 0.59
23. income tax recommendations 3.01 2.96 0.63
24. income tax projections with strategy recommendations 3.05 2.94 0.63
25. employee benefit projections 2.67 2.53 0.45
26. asset allocation statement 3.04 3.07 0.67
27. asset allocation strategy recommendations 3.15 3.16 0.73
28. asset allocation statement with recommendations 3.20 3.17 0.74
29. investment recommendations 3.37 3.49 0.90
30. investment policy statement 2.94 2.89 0.60
31. investment policy recommendations 3.09 3.01 0.67
32. investment policy statement with recommendations 3.02 2.86 0.61
33. risk management recommendations 3.12 3.04 0.68
34. create a list of prioritized action items 3.10 3.18 0.72
B. present and review the plan with the client 3.54 3.52 0.96
C. collaborate with the client to ensure that plan meets the goals and
objectives of the client, and revise as appropriate.
355 3.43 0.93
V. Implementing the Financial Plan
A. assist the client in implementing the recommendations 3.40 3.47 0.90
B. coordinate as necessary with other professionals, such as
accountants, attorneys, real estate agents, investment advisers,
stock brokers, and insurance agents
3.24 3.08 0.72
V I  Monitoring the Financial Plan
A. monitor and evaluate soundness of recommendations 3.36 3.25 0.81
B. review the progress of the plan with the client 3.27 3.18 0.76
C  discuss and evaluate changes in client's personal circumstances,
(e.g., birth/death, age, illness, divorce, retirement)
3.29 3.06 0.73
D. review and evaluate changing tax laws and economic circumstances 3.20 3.06 0.71
E. make recommendations to accommodate new or changing
circumstances
3.30 3.11 0.75
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RESPONSE FORM FOR 
EXPOSURE DRAFT 
OF
PROPOSED PRACTICE STANDARD 
ENTITLED
GATHERING CLIENT DATA:
Determining a Client's Personal and Financial Goals, Needs, and Priorities
October 1 ,  1995
Comment Date: December 3 1 , 1995
1. Is the standard clear to you?
□  Very Clear
□  Clear
□  Somewhat clear 
□  Not clear
Please explain your response.
2. If this standard were adopted as a minimum acceptable level of professional practice, 
do you believe it is a standard that is
□  Too low
□  Appropriate
□  Too high
Please explain your response.
3. Do you agree that this standard will serve the public by increasing the likelihood of 
meeting clients' goals and objectives?
□  Strongly agree
□  Agree
□  Agree somewhat 
□  Do not agree
Please explain your response.
4. Do you agree that this standard will help distinguish personal financial planning 
practitioners (practitioners) who meet the standard from others who do not?
□  Strongly agree
□  Agree
□  Agree somewhat
□  Do not agree
Please explain your response.
5. Do you agree that the adoption of this standard will require changes to practitioners’ 
practices?
□  Strongly agree
□  Agree
□  Agree somewhat
□  Do not agree
Please explain your response.
6 What modifications, additions or deletions do you recommend regarding this standard?
7. Do you agree that this practice standard is worded in such a manner that all practitioners, 
no matter how they practice (i.e. as part of a major financial planning organization, as a 
sole proprietor or partner in a small, boutique firm; as a registered representative with an 
NASD or NYSE firm; as an insurance agent representing a major insurance company; in a 
bank, accounting or legal firm, etc.) will interpret their responsibilities under this standard 
in a similar manner?
□  Strongly agree
□  Agree
□  Agree somewhat
□  Do not agree
Please explain your response.
Evaluator: (Optional)____________________________________________
(please print)
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of the exposure draft that is of 
concern or interest to you. Return this response form either by mail or fax to:
CFP Board o f Standards
Jeffrey B. Mershon, Director o f Post-Certification 
1660 Lincoln Street, Suite 3050 
Denver, CO 80264-3001 
Fax (303) 860-7388
EXPOSURE DRAFT
PROPOSED STATEMENT ON RESPONSIBILITIES IN 
PERSONAL FINANCIAL PLANNING PRACTICE
DEVELOPING A BASIS FOR RECOMMENDATIONS
August 15 , 1 9 9 5  
Comment Date: October 16, 1 995
Name and Affiliation: 
Comments: _______
F.A. Wilhelm Myrin, II- Chair Personal Financial Planning Cte. 
RI Society of CPAs
Our committee has reviewed this exposure draft in detail.
Our consensus is that the exposure draft i s ;
1. Common sense
2. Pretty basic and
3. Very general
Our committee raises no objection to this exposure draft.
Sincerely,
Wilhelm Myrin, II, CPA, PFS
RI Society of CPAs
Personal Financial Planning Committee
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of
the exposure draft that is of concern or interest to you. Return this response form to
the address indicated on the reverse side by the comment date.
EXPOSURE DRAFT
PROPOSED STATEMENT ON RESPONSIBILITIES IN 
PERSONAL FINANCIAL PLANNING PRACTICE
DEVELOPING A BASIS FOR RECOMMENDATIONS
August 15, 1995  
Comment Date: October 16, 1995
Name and Affiliation: 
Comments:______
Richard W. Sexson Jr. 
Certified Public Accountant 
10333 N. Meridian S t., #160
Indianapolis, IN 46290
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 
the exposure draft that is of concern or interest to you. Return this response form to 
the address indicated on the reverse side by the comment date.
PROPOSED RESPONSE TO THE AICPA
REGARDING EXPOSURE DRAFT
PROPOSED STATEMENT ON 
RESPONSIBILITIES IN PERSONAL 
FINANCIAL PLANNING PRACTICE
DEVELOPING A BASIS
The EXPOSURE DRAFT “DEVELOPING A BASIS FOR 
RECOMMENDATION" is indicative of the great strides the profession has made in the 
area of Personal Financial Planning. It is, perhaps, the first proposal that suggests that 
segmented planning is only appropriate where the CPA knows about the other attributes 
of the total client situation.
In this connection, the CPA should be an integral pan of  the entire financial 
planning process. The CPA should work with the client and other advisors in the 
allocation of resources toward the myriad of goals which the client may express.
However, the CPA should first develop an understanding of  all of the client 
financial goals and gain an understanding of the client's goal attainment priorities. The 
CPA should also develop an understanding of the client resources and discuss with the 
client which resources, in the client's mind, have been allocated to the accomplishment of 
which of the goals.
With this background, the CPA should be in a positi on to discuss with the client 
the reasonableness of a particular client financial goal within the range of goals and 
resources of the client. If, after review of the other client goals and resources, it appears 
to the CPA that an analysis for the accomplishment of a given goal will significantly effect 
resources committed to the accomplishment of other goals, the CPA should obtain client 
approval for a larger scope of the engagement or decline the engagement
As an example, suppose that a client is just living within the means available and 
contributing to a pension plan. To maintain the client's lifestyle in retirement is a 
significant goal. The client wishes to provide for the educates of  his three children in 
Ivy League Schools and the client wishes for the CPA to pro vide an education funding 
analysis. It is apparent to the CPA that in order to provide for the education of the client's 
children will require the reallocation of resources. This situation requires a full financial 
planning engagement to adequately identify resources for the accomplishment of all of the 
client goals or modification of those goals. This addition to scope should be discussed 
with the client. If the client insists upon an educational funding analysis, the CPA should 
decline the engagement.
Roy Quarve, CPA
Maryland Association of Certified Public Accountants. Inc. 
1300 York Road, Suite 10 
Post Office Box 4417 
Lutherville, MD 21094-4417 
Phone (410) 296-6250
October 17, 1995
Ms. Susan Frohlich
Technical Manager
AICPA - PFP Division
Harborside Financial C en ter
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Frohlich:
We distributed copies of the August 15, 1995 exposure draft, “Developing a Basis 
for Recommendations,” to our committee members last month. We discussed the draft 
at our meeting this morning with 17 of our committee members The C o m m itte e  
members cited that the draft was well written and the content was good. They agreed that 
the draft was general enough in that it covered variety of issues, and specific enough to 
meet our needs.
Our congratulations to you on an excellent document.
Sincerely,
HODGE, STEW ARD & COM PANY, P.A .
CERTIFIED PUBLIC ACCOUNTANTS
October 16, 1995
AICPA
Ms. Susan Frohlich, Technical Manager
PFP Division
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Frohlich:
I am responding with commentary to the Exposure Draft of the Proposed Statement on 
Responsibilities in Personal Financial Planning Practice, Developing a Basis for 
Recommendations.
Point 4(a), page 7, might also suggest a family flowchart, tree, to memorialize the client’s 
family structure in light of the complexities of family structure in the 90’s. Examples of 
areas that cause confusion are multiple marriages, “second families," step-children.
This memorialization would minimize the possibility of omission of an heir-at-law from 
the planning process
Point 7, on page 8, should include clearer guidance on how to define “the client’s 
measurable goals". Defining the goals is the most important cornerstone of the entire 
planning process. The client requires assistance in clearly identifying and conveying these 
goals to the CPA. The conclusion of the Recommendations may be rendered meaningless 
to the client if they do not meet the client's goals. One suggestion for providing guidance 
is to break the goals into a long term and short term portion, with measurable milestones 
along the way to determine whether or not the goals are being met. A generic sample 
list of short term and long term goals may assist the client in assessing their goals and 
increase their understanding of which of their goals falls into which area.
Point 8, page 8 requires clarification on the methodology the CPA should use to collect 
“sufficient relevant information." What exactly is “sufficiently relevant information”? 
Point 8 should refer to point 4(a) for partial guidance to define sufficient relevant 
information. A standardized checklist of “sufficient relevant information” would assist 
the client in providing the CPA with the necessary information to develop a complete 
understanding of the client’s financial situation.
3123 H5GHWOODS BLVD. SUITE 20 7. 919-872-0 8 6 6. FAX 919-872-2659 
POST OFFICE BOX 41168 , RALEIGH NORTH CAROLINA 27S29
AICPA
Ms. Susan Frohlich, Technical Manager 
October 1 6 , 1995 
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Point 13(c) should address the need to standardize the methodology of determining the 
basis of the assumptions utilized in the planning process. The assumptions used in the 
planning process are so critical to the outcome of the planning and recommendations. 
There should be guidance to choose the appropriate standards to follow to determine the 
assumptions. For example, the short term rate of return can be tied into 90 day Treasury 
Bill interest rate and the long term rate of return can be tied into the average Standard & 
Poors rate of return over 20 years. The assumptions should be standardized, with 
choices in each area, in order to prevent disparity in planning results because each 
planner uses his own set of assumptions.
I hope the above outlined commentary offers some assistance in the task of drafting the 
Statement on Responsibilities in Personal Financial Planning Practice. I can be contacted 
at 919-872-0866 if you require additional information concerning the above commentary.
Very truly yours,
Hulene Dian Hill
JOEL H. FRAMSON, C.P.A.
An Accountancy Corporation
Specializing in Fee-Only Financial Planning C Investment Management
October 16, 1995
Ms. Susan Frohlich
Technical Manager, PFP Division
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
SENT BY FAX
Dear Ms. Frohlich,
The California Society of CPA’s State PFP Committee has reviewed the Exposure Draft on 
"Developing a Basis for Recommendations". The Committee believes that the Exposure Draft is 
a well organized and well written general overview of the subject. We have no specific changes 
to recommend.
If changes are subsequently made to the Exposure Draft, we would appreciate receiving a copy of 
any such proposed changes.
As part of our review process, we solicited the input of Cal Accountants Mutual Insurance Co 
(CAMICO), a major professional liability insurance carrier serving many CPAs in California.
While CAMICO's reply is not technically a part of our Committee's response, we thought it might 
be helpful for you to have CAMICO'S comments John Dodsworth, President of CAMICO, 
provided the comments attached.
We would be pleased to be involved with the review process relating to any future proposed 
statements issued by the AICPA.
Joel H. Framson, CPA/PFS, CFP 
Chair, California Society of CPA’s 
PFP Committee
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1, including this cover sheet.
I have reviewed the exposure Draft you faxed to me 9/29/95. My review was primarily 
focused towards my liability exposure issues. I don't have any specific comments, however.
Our experience indicates that the greatest exposure i n v o l v i n g  P F P  w o r k  c o m e s  f r o m  t h e  l a c k  o f  
clear w ritten  com m unications to  the  c lient, particu larly  regard ing  the   
underlying susciptions. The draft  in several places   
working. While I used to consider this type of wording sufficient I don't think it adequately 
communicates the importance of this basic I.P. tool. I suspect "must" will be too strong.
Perhaps a section called "communications with client" could be inserted that could expand on the 
importance of written communications and summarize the items that should be writing
Paragraph 11 is a start but only relative to the "Collecting Information" section. This would 
provide an easier way for the CPA to identify when and what he/she should communicate in 
writing. I considered drafting such a section but there are issues involved regarding the kind of 
language that can be used that I am not familiar with and I decided it should be left to the drafters. 
If you have any questions, please feel free to call.
  
 
 
TOTAL P.02
TOTAL P .002
